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Our company

EMIis amusic content company operating in more than 50 countries. Our music
publishing company is the largest and most successful in the world. We have many
renowned labels, including Blue Note, Capitol, Capitol Nashville, EMI Christian Music
Group, EMI Classics, Parlophone and Virgin as well as the legendary Abbey Road Studios.

Our aimis to build shareholder value by developing the best musical content at EMI
Music and EMI Music Publishing and fully exploiting this unique content on a global
basis through all viable and economically attractive channels. We do this by working
with, and nurturing, the world’s best recording artists and songwriters; marketingand
promoting their music; and delivering it to consumers in the ways they want.

Nowis avery good time to be the owner of exceptional creative content. The digital
revolution has dramatically changed how consumers can access and buy music and
isexpandingretail opportunities. New formats, uses, outlets and channels for ourmusic
content- particularly those related to digital music—are providing real growthin our
markets. We continue to invest ina considered, structured way to yield the greatest value
from our music content and the many new opportunities brought about by digital

. advances.

Creativeindustries such as music have long been recognised for their social, cultural
and educational contribution. Today, they lie at the heart of the modem information
society and areincreasingly seen by govemments and policymakers as key drivers
of economic prosperity and innovation.

EMItoday has an outstanding catalogue of songs and recordings covering all key
music genres, geographies and time periods. We constantly strive to expand this
catalogue, as hits of today become the classics of tomorrow.

EMIMusichas a diverse roster of around 1,000 talented recordingartists, including
music legends such as The Beatles, the Rolling Stones and Mstislav Rostropovich;
contemporary big sellers like Norah Jones, Robbie Williams, Kylie Minogue and
Coldplay; newly successful acts such as Joss Stone, Keith Urban and Yellowcard;
plus some of the finest classical artists including Nigel Kennedy, Simon Rattle, Itzhak
Periman and Angela Gheorgiu.

EMIMusic Publishing’s one million strong song catalogue contains older and
contemporary titles—the product of many of the world’s leading songwriters. Our
perennial best-selling songs include Bohemian Rhapsody, | Heard It Through The
Grapevine, New York, New York, Over the Rainbow, the James Bond theme, Singin’
In The Rain, Santa Claus is Comnin’ to Town, Wild Thing, We Will Rock You, Angels,
Baby Love, Crazy InLove and Daydream Believer.

Themusic industry has always been highly competitive and technological advances,
inrecent years, have led to considerable change. EMI has embraced this change,
taking important steps to position our company so that we compete most effectively,
and can grow and benefit as our market improves. We have built ahighly capable,
experienced management team, strengthened our capital structure, improved

our business disciplines, developed new business models and, most importantly,
continued to investin the best creative talent around the world.



‘Our aimis to build
shareholder value
by developin
the best musical
content and fully
exploiting this
unigue content
onaglobal basis.’
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Improving operations )

Centralto EMIs strategy is our commitment to continuous improvement in our
effectiveness as well as our efficiency. Wehave taken a series of steps to lower our fixed
costs andimprove our profitability. Over the last three years these efforts havereduced
our fixed costs by £150m. We have already delivered £135m of those savings, and
expectto realise the remaining £15min the financial year just started.

Among the initiatives taken, we have reorganised our North American recorded music
operations, consolidated back office functions and streamlined certain labelsin
Continental Europe. In addition, we have outsourced our primary manufacturing
facilities which will maximise our flexibility in amusic world that we believe willbecome
less oriented toward physical products.

We are currently investing in a technology change programme in both businesses that
willenable us to harness the opportunities brought about by digital technology. This
multi-year effortis wellunderway, developing the infrastructure upon which we can
grow and compete yet more effectively, further enhance our proﬁtabllzty and ensure
that our artists reach their highest potential.

Of course, asimportant as an effective strategy is acompany’s capability to execute
that strategy. Our people are the lifeblood of our comparty and we are committed to
their personal development. We employ talented individuals with creativity, apassion
formusic, awillingness to take risks and a spirit of enterprise - all balanced by financial
responsibility, integrity and accountability.

Developing and marketing our music content

We have continued to investin our recording artists and songwriters, building our bank
of content. While music by the likes of The Beatles, Pink Floyd, Queen, Maria Callas,
Frank Sinatra, Nat King Cole and The Beach Boys can betimeless and generate
attractive revenue for decades, cunrent artists and songwriters whose music forms an
important part of today’s popular culture are essential for delivering sustained growth.
Anarea of particular focus is the expansion of our American repertoire. This offers good
growth prospects for EMI Music as we are still relatively underrepresentedin the

US recorded music market.

EMIMusic and EMI Music Publishing are committed to developing a portfolio that
spans key musical styles or genres to serve the shifting tastes of consumers. Both also
maintain a global approach to building their rosters, focusing on artists and songwriters
withinternational appeal as well as those whose music is targeted at a national
audience. Locally originated music is an important elementin arange of countries.

For example, in Japan about 70% of music sold is from local artists, 60% in France
and about 50% in Italy and Spain. We believe that to be the most successful music
company, we must compete effectively with both intemationaland local music.
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EMI Music Publishing signs songwriters who are capable of writing the hits of today.
These songs will sell year after year as EMImarkets them so they arerepeatedly
performed, recorded or used in advertisements, films, television programmes or
computergames. Many of these songwriters are current recording artists with an
established, active market for their music. However, EMI has also sought out talented
writer/producers who work with the top recording artists. Through this approach, EMI
Music Publishing has maintained the world's leading roster of active songwriters whose
collective presence inthe current charts towers above other publishers. Our prolific
songwritersinclude Alicia Keys, Usher, Jamiroquai, Kanye West, Ms Dynamite, Rob
Thomas, Norah Jones, Jay-Z, Cathy Dennis, Guy Chambers, Pharrel Williams, Scissor
Sisters, P Diddy and Sting.

EMI Music focuses on signing and developing recording artists with the potential for
growingsuccess over a series of albums. Through targeted marketing and promotion
of that music we seek to bulld an ever-broadening set of fans for each artist. We believe
that developing long-term career artists, who have asubstantial base of fans eagerly
awaiting each new release, is the best way to grow sales and optimise profitability.

The following are a few examples from our active roster of career artists:

* Robbie Williams has released atotal of eight albums and a range of DVD-music
videos with EMI. Collectively, these have sold over 40munits since 1997-and they

AbbeyRoad keep selling. Robbie Williams is recording his next album which is planned for
releasein the cunent financial year.

* Atthebeginning of 2002, Norah Jones was a virtually unknown artist. Since then,
she has become a global superstar, selling almost 30m units of her two albums.
With this level of sales, along with her record-setting eight Grammy awards won
inone year, NorahJones is one of the top female artistsinthe world today.

* Wehavereleased four albums by Utada Hikaru since 1999 and she is now one of
the most popular Japanese artists recording today. Her albums and videos have
collectively sold over 25munits.

¢ Coldplay has developed a massive global fan base through its two albums. The
first album has sold 7m units while their second has sold 10m copies so far. Their
eagerly awaited third album, X & Y, is being released in June 2005.

» JossStone, Chingy and Keith Urban are allexamples of new artists from our US

() AR labels who EMIhas broken through to multi-million unit sales success in the last
(2D oiuenore, twoyears, and who also during that time have each had two albums selling in
excess of Imunits.

Exploiting our creative content

Asthe owner of one of the world’s best catalogues of music content, EMIhas been, and
continues to be, intensely focused on maximising the uses, formats and outlets for our
recording and song copyrights.

Themusic industry is undergoing a transformation brought about by new digital music
fonmats and channels. While digital technologies enable new, virulent forms of music

E @ﬂ T Music _ piracy, they can also offer new legal ways to consume music and are ultimately fuelling

s [ i Christian Music Group consumers’ appetite for music. The explosion in digital music catalysed by portable

players such as the iconic iPod and mobile phones are helping to transform the
consumer experience and creating exciting, new revenue opportunities. So while
driving our own business in new directions, we are stimulating other new businesses
which will create growth forus allin the future.
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Inthis digital environment, protecting the use and term of our music copyrightsis

an ever more important element of our strategy. Over the last three years, we have
increased our investmentin fighting piracy, both online and physical. We have
established ateam around the world who develop and implement anti-piracy initiatives
locally. We are at the forefront of the industry’s efforts in this area, raising the level of
consumer awareness, lobbying governments, utilising technological countermeasures,
and, where necessary, taking legal actions against those stealing or facilitating the

theft of music. We believe these efforts are having a positive impact.

Consumer acceptance of digital music since launch has been exceptionally strong.
Itis estimated that the global recorded music industry has seen digital music go from
virtually nothing two years ago to more than 2% of salesin the financial year just ended,
and an estimated 3% to 4% of sales in the first calendar quarter of 2005. We recognise
that itis very difficult today to forecast the multi-year path of digital industry sales,
asthese are still early days for digital music.

Consumer-based econometric research commissioned by EMI projects that digital
music, in allits forms, could represent as much as 25% of total global recorded music
industry salesin five years. While a portion of digital sales will substitute for physical
sales, the research finds that the overall effect of digital music is positive for the industry,
and could drive a compound annual growth rate of 5% to 2010 for the global recorded
music market. Other research companies have estimated similar levels of total music
industry growth, given their projected positive impact from digital music.

Thistype of digital uptake will be beneficial to both amms of our business, fuelling revenue
growth and profitability increases. While physical formats will ikely be the larger part

of our business formany years to come—and there remains a host of opportunities to
develop new physical propositions - digital music expands consumers’ opportunities to
buy music. Stores are openround the clock and productis never out of stock. Shelf
spaceis unlimited, enabling us to offer the full range of our catalogueincluding the older
hits, specialised genres and musicin all languages.

Certain costs bome in the physical world such as manufacturing, returns and pick-
pack-ship are not relevant for digital products. For physical products, these costs are
in the range of 15% to 18% of sales. While there are some digital-specific variable
costs and infrastructure investments needed to fully pursue the digital opportunity,
itisreasonable to expect that our company will be more profitable as digital sales grow
asa proportion of our business.

Developing technologies and business models centred around digital music are
presenting new and exciting opportunities on an aimost daily basis for our music
content. While we cannot yet be precise on the magnitude and timing of this growth,
we are pursuing it with our fullenergy, confident in the strength of our position as the
owner of a highly valuable commodity — one of the best banks of music content
intheworld.

Eric Nicoli
Chaiman



EMI annual report for the year ended 31 March 2005

» Salesinconstant currency grew by 4.9% at EMI Music Publishing but fellby 7.4%
at EMI Music, resulting in a 5.1% decline in tumover for EMI Group

 Group digital sales more than tripled to £49.7m, delivering 2.5% of total turnover for
the year and 3.5% in thefinal quarter

e Group operating marginincreased to 12.0% from 11.8%
¢ Restructuring initiatives delivered cost savings of £35minthe yea;', £10m ahead of plan-

 Group profit before tax, amortisation and exceptional items was £141.9m, in line with
EMI's 15 Apriltrading update

¢ Full-yeardividend maintained at 8.0p per share

Financial summary
Year ended Year ended
3 March2008 31 hharch 2004
Group tumover 1,942.8 2,120.7
EBMTDA() 2568 2843
Group operating profit (EBITA) (i) 2329 2493
Adjusted PBT (i) . 1419 163.3
Profit (loss) before taxation 91.8 (52.8)
Adjusted diluted eamings per share (iv) 13.0p 15.5p
Basic earnings per share 72p 9.1)p
Dividend pershare 8.0p 8.0p
Return onsales (v) 12.0% 11.8%
Interest cover{vi) 3.0x 3.3x

{) EBITDAIis Group operating profit before operating exceptional items, depreciation and amortisation of goodwill and music copyrights.
(i) Group operating profit (EBITA) is before operating exceptional items and amortisation of goodwill and music copyrights.
(i) Adjusted PBTis before operating, non-operating and financial exceptional items and amortisation of goodwill and music copyrights.
(iv) Adjusted diluted earnings per share is before operating, non-operating and financial exceptional items and amortisation of goodwill and
music copyrights.
{v) Retum onsalesis defined as Group operating profit before operating exceptionalitems and amortisation of goodwili and music copyrights
as apercentage of Group turnover. .
{v)) Interest coveris defined as the number of times EBITDA is greater than Group finance charges, excluding non-periodic interest and exceptional items.

10
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Chairman’s statement

EricNicoli
Chaimman
EMIGroup

Global music market conditions continued to improve during the year. Akey driver
has been the very rapid growth in legitimate digital music. For the year, digital music
represented more than two percent of the global music market as compared to last
yearwhen sales had just started to take off. We remain confident that digital music
will drive the industry forward at attractive growth rates in the coming years and that
it will become a significantly larger proportion of our business.

We are also encouraged by trends in global physical music sales, where declines
continued to moderate. During the year we saw a considerable improvement in
Continental Europe, one of the most challenging regions in recent years. While we
still saw a decline in value year-on-year, the magnitude of decline has significantly
reduced, particularly in the key German and French markets. We also saw a notable
improvement in the Japanese and Latin American markets. The North American
market softened during the year, particularly during our second half.

EMI Music’s performance for the financial year was impacted by lower than
anticipated reorders in the fourth quarter and the rescheduling of two major albums
into the current financial year. We believe that the fundamental business under the
teadership of Alain Levy has made, and will continue to make, good progress.

During the year, we successfully completed our announced restructuring initiatives
at EMI Music, including the outsourcing of manufacturing in the United States and
Europe and the restructuring of some of our labels in particular in Continental Europe.
These initiatives delivered combined cost savings of £35minthe year, £10m ahead
of plan. The remaining £15m of annualised savings are expected to be realised in

the current financial year, bringing the total annualised cost savings to £50m. We
continue to be focused onimproving our overall efficiency through efforts targeted

at procurement and marketing effectiveness together with our IT change programme.

EMIMusic has continued to investin artist development, the core of our business,
and has a strong track record of developing artists who have success on a multiple-
album basis. Top sellers in the year included albums from Robbie Williams, Tina
Turner, Norah Jones, Beastie Boys, Blue, Kylie Minogue, Lenny Kravitz, Chingy

and Moby. During the year, EMI Music continued to build upon the initial success

of newer superstars, Joss Stone, Keith Urban and Yellowcard. We are continually
strengthening our active roster of global superstars which numbers nearly 50 artists.

EMI Music is aggressively pursuing the digital market. During the year, we have
worked hard to putin place the right digital partnerships globally to ensure that,
as anowner of digital content, we maximise this opportunity.

EMI Music Publishing has further strengthened its position as the leading global
music publisher. Martin Bandier and his team continued to signtoday’s very best
song-writing talent during the last financial year, including Eminem and Scissor
Sisters, and we continue to lead the industry in our ability to maximise revenues
fromthe songs in EMI's exceptional catalogue.

13
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‘Akey driver has
beentherapid
growth in digital
music.’
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During the year, EMI Music Publishing has been at the forefront of the digital market
development including, in December 2004, the ground-breaking agreement
between EMI Music Publishing and Sony BMG on new digital products for the US
and Canadian markets. We are committed to capturing the full benefits of digital and,
looking ahead, we expect both the digital opportunity and improved conditions in the
recorded music market to drive attractive growth.

' EMIGroup

Forthe Group asawhole, turnover of £1,842.8m compared with £2,120.7m last
year. At constant currency, turnover declined by 5.1%. The impact of currency
movements lowered tumover by a further 3.3%, with the weakening of the US Dollar
against Sterling having a particularly negative impact on reported numbers.

This decline in Group tumover at constant currency was entirely driven by the 7.4%
decline in constant currency turnover at EMI Music. EMI Music Publishing grew
turnover by 4.9% at constant cumrency.

Group operating marginincreased to 12.0% from 11.8% in the prior year despite

the decline in turnover. Operating profit before exceptional items and amortisation

(EBITA) was £232.9m compared with £249.3m last year. The Group is not reporting

gny operating exceptional charges for the year. At constant currency, EBITA declined
y3.5%.

Group profit before tax, amortisation and exceptional items (Adjusted PBT) was
£141.9m. The net result after taxation, amortisation, exceptional items and minority
interests was a profit of £56.3m compared to aloss of £71.6m in the prior year.

Net debtincreased to £829.5m from £748.7min the prior year. Thisincrease, in part,
reflects the £60.3m one-off exceptional cash cost of outsourcing our manufacturing
in Europe and the United States and of restructuring some of our labels and the artist
roster together with the £42.3m cash cost associated with the acquisition of the
remaining 20% of the Jobete song catalogue in April 2004.

On a per share basis, adjusted earnings decreased to 13.5p from 15.8p in the prior
year. Ona fully diluted share basis, adjusted eamings were 13.0p.

The Board is recommending a final dividend of 6.0p per share, maintaining a full-year
dividend of 8.0p per share and reflecting our continued confidence in the performance
of, and outlook for, the business.

EMI Music

In spite of the improved market backdrop, EMI Music had a challenging year resulting
ina disappointing performance. EMIMusic delivered tumover of £1,542.1m compared
with £1,722.8m in the prior year. At constant currency, tumover declined by 7.4%.



Total group digital sales
(Emat constant currency)

35
30

Group digital sales by revenue type

Mobile
58%

Subscription
7%

Download
35%

Operating profit (EBITA) was £132.7m compared to £147.4min the prior year.
Effective cost management and the realisation of cost savings from the outsourcing
of manufacturing in Europe and the United States and the restructuring of some
labels and the artist roster, resulted in the operating margin, before central costs,
being maintained at 8.6%.

We saw a significant tumaround in our Continental European business, which enjoyed
gains in market share and amajorimprovement in profitability for the year. Our North
American business lost market share, following a successful prior year, We believe
thisto be atemporary setback and remain committed to continuing the tumaround
seenin this region in prior periods. Japan also lost share, largely due to a lighter release
schedule and, in particular, the lack of new releases from local superstars. Despite

the rescheduling of albums from Coldplay and Gorillaz, the UK delivered a solid
performance during the year, reflecting a steady stream of good releases.

EMI Music Puhlishing

EMIMusic Publishing had a very strong year reporting tumover of £400.7m compared
t0 £397.9m, an increase of 4.9% at constant currency.

Operating profit (EBITA) was £100.2m compared to £101.9min the prior year.

EMIMusic Publishing’s performance demonstrated the superiority of our song
catalogue, creative approach, marketing capabilities and operating efficiency.

In particular, through the aggressive marketing of our songs, performance and
synchronisation revenues continued to be important drivers of growth during the
year as mechanical revenues remained under pressure.

Content protection

We continue to be extremely active in our fight against piracy. During the year, we saw
industry lawsuits againstillegal file sharers launched across Europe, in addition to those
inthe US, bringing the total number of lawsuits initiated intemationally to nearty 12,000.

The IFP! {the worldwide recording association) has published evidence toindicate
that our initiatives are having animpact. Overall, the number of infringing music files
ontheInternet has dropped from a peak of 1.1 billion, in April 2003, to 870m, in
January 2005, a drop of 21%. This decline is even more impressive given that, during
the same time period, global broadband penetration, a facilitator of online piracy as
well as legitimate digital distribution, grew by 75% from 80m to 140m households
worldwide. KaZaA, which used to be the largest and most popular file-sharing
service, has seenits user figures drop by approximately 45% (from4.2mto 2.3m
average concurrent users) since the start of the waming and litigation campaign.

Qur anti-piracy effort hasincluded, and will continue to include, many initiatives -
inaddition to lawsuits. We are also working closely with governments around the
world tointroduce and enforce copyright protection. Above all, we believe that the
introduction of new and exciting legitimate digital music consumer offeringsis
actritical element in the fight against piracy.

15



‘Both businesses
~ will benefit from

improving long-
term recorded
music market
trends, driven by
continued strong
growthin digital
music.’
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Management
In January, we announced a succession plan for EMI Music Publishing and the
appointment of a new Group Chief Financial Officer.

Roger Faxon, who was the Group’s CFO, retumed to EMI Music Publishing where

he is now President and Chief Operating Officer. Reger isto become joint CEO of EMI
Music Publishing, with Martin Bandier, in April 2006 and sole CEQin April 2007 when
Martin Bandier will become full-time Chairman. In 2008, Roger will succeed Martin
Bandier as Chairman and Martin Bandier will act as a consultant to the division for
afurtherthree years. With this, I believe we have in place a plan that willensure a
smooth succession and that will enablethe EMI Music Publishing management team
tocontinue to drive the business forward. Iwould like to thank Roger for the enormous
contribution that he has made in his three years as Group CFO and onthe Board.

Martin Stewart has taken up the position of Group CFO and, on 1 February 2005,
was appointed to the Board of EMI when Roger stood down. | am very pleased to
be working with Martin and believe that we have attracted an outstanding executive,
with a strong track record in the media sector, and someone who hasthe talentto
help ustake the Groupto the next level of performance.

In what has been a challenging year for the Group, on behalf of the Board | would like
to thank all of my EMI colleagues for their hard work and on-going dedication and
commitment to the business. | would also like to thank all our stakeholders for their
support and, in particular, acknowledge the remarkable creative accomplishments
of the artists and songwriters associated with our Company.

Outlook

Lookingtotheyear ahead, weremain positive on the outlook for the music industry and
expect to deliver an improved performance. EMI Music’s portfolio of releases should
drive market share gain and increased profitability. The positive momentum at EMI
Music Publishing should continue. Both businesses will benefit from improving long-
term recorded music market trends, driven by continued strong growth in digitalmusic.

~€vv1, vavgf(___.
Eric Nicoli
Chairman









SRS AR R SRR ) SR RS

BRI S R RN AR LR BRI

IR NSRS

) o &

Operating review: EMI Music

Alain Levy
Chairmanand CEO
EMIMusic

Joss Stone

Mind, Body & Soul
2.7m

The Soul Sessions
13m

TinaTumer
AllThe Best
2.2m

Market overview

EMI Music continues to operate in amarketplace that is undergoing significant change,
primarily driven by the rapid development of digital music. Market trends during the
financial year lead us to remain positive on the outlook for the global recorded music
market and optimistic about the opportunities digital will continue to bring.

The global recorded music market, combining physical and digital music sales,
declined by only an estimated 1.0% during the year, a significant improvement onthe
5.6% declinereported in the prioryear.

While market conditions remain mixed by region, we have seen improving trends in
physical music sales year-on-year in nearly all regions. Most encouraging has been
theimprovement seenin Continental Europe, particularly in the second half of the
financial year. This improvement has been driven by a significant reductionin the
rate of decline in the key German and French markets. We also saw a notable
improvementin the Japanese and Latin American markets. The North American
market softened during the year, particularly during our second half.

Music video continued to be a growing segment of the global physical industry,

up 6.3% on the prior year. We see increasing market opportunities for higher value-
added physical music product that delivers increased music content to consumers
and we are working on the development and introduction of new formats and
products, for example DualDisc.

Digital

Therate of development of the digital music marketplace during the year has been
very rapid and reaffirms our confidence that digital music will represent a very
significant proportion of our business in the coming years. Digital market development
to date varies significantly by region, with mobile music products dominating the
Asianmarkets, in particular Japan, downloads leading the North American market
and acombination of both being seen in the UK and Continental Europe. We believe

this variation willlessenin yearstocome largely as aresult of the roll-out of technological
advances.

Importantly, anumber of large organisations recognise the digital music opportunity
and have committed significant resources to drive forward the development of this
marketplace, particularly in the form of marketing expenditure. Specifically, inthe
past year we saw the launch of iTunes in Europe, a new digital download and music
subscription service from Yahoo! Music Unlimited in the US, MSN Music on aglobal
basis, Vodafone live! with 3G in the UK, therelaunch of Napster and the introduction
of Napster To Go and Rhapsody-To-Go.

As an owner of digital music content, we believe that EMlis extremely well positioned
to capitalise on this growth. Our strategy remains to deliver our music content to
consumers in any forrn, at any time and in any place. As such, we have been working
very hard to putin place the right digital partnerships globally to ensure that, as well
as maximising the digital opportunity, we also secure the right value for our exclusive
music content. We are making good progress with our IT investment programme,

whichis designed to enable usto efficiently capture the increased revenue opponunmes
we see inthe digital environment.

Note: All album sales quoted in the photo captions are for the financial year ended 31 March 2005 unless otherwisa stated.

19



EMI Music delivered digital sales of £35.6m for the financial year, an increase of more
than 300% on the prior year with digital sales now representing 2.2% of total revenues.

Performance review

Despite this improved market backdrop, EMI Music had a challenging year because
of, in part, the changes to the release schedule and the lower than anticipated
reordersin the fourth quarter. This resulted in a disappointing second-half performance,
with the portfolio underperforming both our own expectations and the globalmusic

Kylie market. For the year, EMI Music sales declined by 7.4% at constant currency and
Utltimate Kylie market share fell to 12.9% from 13.5% in the prior year. Prior year global market
14m share has been restated to reflect exchange rate movements.

In particular, the change of release dates of two major albums, X&Y from Coldplay
and Demon Days from Gorillaz, from the last financial year to the current financial
year, had a significant impact on the results. While we tightly manage the release
schedule, recording music is a creative process and there can beinstances where
changes to the release schedule may adversely affect results for a specific financial
reporting period. Both albums will be released in the first quarter of the current
financial year and are expected to be major sellers.

We also saw our major second-half releases underperforming, with reorder levels
being lower than anticipated in the fourth quarter. We are confident that this is not
areflection of the broader portfolio and we have seen our more recent releases
performing wellincluding albums from Moby, Chemical Brothers, Faith Evans and
Athlete.

The year had some notable successes. Robbie Williams' Greatest Hits was the best-

selling album during the financial year, achieving sales of over 6m units. This album

| was hugely successful on aglobal basis and was number onein 18 countries. It was
the industry’s sixth best-selling album worldwide during 2004. In February 2005,

Robbie Williams received the British music industry’s award for the best song of the

past quarter century for Angels. Robbie Williams is now recording his next album

whichis planned forrelease in the current financial year.

In2004, Joss Stone developed into a global superstar. Her latest album, Mind, Body
& Soul, has sold 2.8munits since its release in August and her first album, The Sou/
Sessions, also continued to sell well throughout the year. Joss Stone’s enormous
talent was further recognised when she received BRIT awards for British Female
Solo Artist and British Urban Act.

e

Norah Jones’s albums, Feels Like Home and Come Away with Me, both released

Beastie Boys in prior financial years, together sold nearly 4munits during the year.

To The 5 Boroughs

1.9m The Now compilations enjoyed success both in the US (where Now 17 sold 3.5munits)

and inthe UK and Europe (where three Now albums each sold more than 1munits).
As amusic-content company, artist and repertoire (A8R) s core to our business and

is akeyfocus forus. Qur strategy has been, and continues to be, the development of
long-term career artists who will enjoy success on a multiple-albumbasis. During the
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£ 1 year, we built upon the initial success of new superstars, Joss Sione, Keith Urbanand
Ou r Strategy IS to Yellowcard, all of whomwe believe will have long, productive and successful careers.
d evelo p IO n g -te m Through breaking new artists, we are continually strengthening our active roster of
1 H lobal superstars, which now amounts to nearly 50 artists including Robbie Williams,
career artists with ~ 2opasn Y g

Coldplay, Norah Jones, Kylie Minogue, Moby, Lenny Kravitz, Daft Punk, Gorillaz,
H Beastie Boys, Paul McCartney, the Rolling Stones, Tina Tumer and Hikaru Utada.
multiple-album oBoy ey thoRoling '

success ? During the year, we continued to focus on superior catalogue marketing, maximising

. the revenues of our exceptional catalogue of recordings. Dino: The Essential Dean
Martin, which sold 1munits during the year, is agood example of our ability to
repackage prior recordings into new, compelling works. Other top-selling catalogue
albums were The Beatles’ 7 and The Beach Boys' The Sounds of Summer.

Geographic review

North America

OurNorth American business had a challenging year, following a very successful
prior year, resulting in a loss of market share, This disappointing performance in part
reflects the slippage of albums from Coldplay and Gorillaz and, also, a number of

Ray Charles T releases selling less than we had anticipated. Top-selling albums forthe year
Genius Loves included those from Beastie Boys, Keith Urban, Yellowcard, Chingy, Joss Stone
Company and Anita Baker.

1.3m

Digital music sales in North America more than doubled during the year. The

market continued to be dominated by digitaltrack downloads which, according to
Soundscan data, now represent more than 4% of the total US music marketinterms
of unit sales on an album-equivalent basis. This is broadly in line with the proportion
of EMI Music’s digital sales in the region. Apple’s hugely successfuliPod and iTunes
continued to drive market development. We have also seen the launch of other
digital services including a download service from Microsoft, MSN Music, and
subscription-based services such as Napster To Go and Yahoo! Music Unlimited.
Mobile music remains relatively undeveloped but we expect this to change with
advances in mobile technology in the region.

Lenny Kravitz
Baptism
1:3m We continue to focus on building the breadth and depth of our North American artist

roster. During the year, we created anew division at our Virgin label, Virgin Records
Urban Music, which is headed by the proven hit-maker and producer, Jermaine
Dupri. This will add to our range of creative sources in North America whichincludes
the Capitol, Christian Music Group, Capitol Nashville and Blue Note labels,

EMlrecognises that building its North American roster and repositioning the business
is amulti-year effort which began to show some promising results in the prior financial
year. We view the past year's sales performance as a temporary setback; the business

O

@ 2 e B < remains profitable and we feel that our record labels are on the right path creatively.
Keith Urban Yellowcard The curent financial year has got off to a good start with, in particular, strongly
?g Here ?geanAvenue performing releases from Dierks Bentley and FaithEvans.
EC] 4
Golden Road
1.0m
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UK &lreland

The UK &lIreland business gained market share during the year reflecting a consistent
stream of good releases. This included successful albums from established artists,
such as Robbie Williams, Kylie Minogue, Phil Collins, Blue, Tina Tumer and Chemical
Brothers, as well as those from developing artists, such as Joss Stone, Athlete and
Jamelia.

The overallregional performance was impacted by the change in release timings of
albums from Coldplay and Gorillaz, both repertoire from the UK & freland business.

Digital saw massive growth in the UK during the year, driven by the launch of {Tunes
in June 2004 and the development of the mobile music market. In October, EMI
Music agreed a deal with The Carphone Warehouse, which made Robbie Williams
the first-ever artist to release an entire album plus video content on amemory card
that slots straight into a mobile phone. This dealis just one example of the new and
exciting music formats and opportunities digital music brings.

Continental Europe

Our Continental European business had a good year, gaining market shareand
significantly increasingits level of profitability. After a number of very challenging
years, we are seeing the benefits from our restructuring initiatives in this region,
strengthening what has traditionally been a very solid base for EMI.

In particular, our Italian business went from strength to strength with significant market
share gains during the year. Albums from local artists, Vasco Rossi and Tiziano Ferro,
were both major sellers. We also enjoyed good market share gains in France and
Spain reflecting, in part, the successful implementation of our restructuring initiatives.

Other major-selling albums from local artists included Califrom France, Amaral from
Spain and Wir Sind Helden and Helmut Lotti from Germany. Top-selling interational
artists included Robbie Williams, Blue, Tina Turner, Norah Jones, Moby, Joss Stone
and Kylie Minogue. .

We have seen strong growth in digital in Continental Europe during the year. In this
region, digital sales are predominantly from downloads although we are seeinga
good contribution from mobile music products, with a higher proportion than in the
USandthe UK.



Dean Martin
Dino: The Essential
Dean Martin

1.0m

Japan

Japan saw a decline in market share for the year, largely as aresult of alighter release
schedule and, in particular, the lack of new releases fromlocal superstars. During the
year we have taken a number of steps to broaden our Japanese roster and increase
the development of new local talent. As always, roster development takes time.

Major sellers during the year included a new release from Nori Makihara, new singles
collections from Glay and Yaida Hitomi, and good sell through on Hikaru Utada’s
singles collection. Top-selling intemational artists included Beastie Boys, Blue and
Norah Jones.

The digital market grew significantly during the year driven by the rapid development
of ring tune penetration in the mobile phone market. The launch of new mobile products,
such asring backs and ring videos, provided exciting new consumer offerings.

South East Asia

South East Asia benefited from improving market conditions during the year but this
waslargely offset by amodest loss in market share. China saw a very significant
increase in sales, reflecting aggressive development of local repertoire. We expect
China to be a key growth driver for the region in the coming years.

Major-sellinglocal artists during the yearincluded S.H.E., David Tao, ADA Band,
Rene Liu and Elva Hsiao. Top-selling international artists included Robbie Williams,
NorahJones and Blue.

Australasia

Our Australasian business gained market share during the year but overall
performance was impacted by difficult market conditions. Successinthe region
during the year was drivenby strong local releases including albums from Jet, Missy
Higgins and Kasey Chambers. Top-selling international artists included Robbie
Williams, Norah Jones and Joss Stone.

Thedigitalmarket in Australasia remains relatively immature, with the launch of iTunes
eagerly awaited and the expansion of the telecoms networks to 3G still to happen.

EMImarket share by region

Value (%)
North uKa Continertal  Japan Asia tatn ~ Austalasa  Total
America frefand Europe ex. Japan America

1B.7% 189% 18.7% 195%
- 162% 165% 156% ¢ S5

135% 12.9%
F

Note: EMt share of wholesale including audio and music video products
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‘Our focusison
developing both
local and global
artists with
representation
in allgenres.’

NigelKennedy
Addedtosuccesswith
agold albuminFrance.

At 4

Leif Ove Andsnes
Pop platinum award
forclassicalrelease.
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Latin America

Latin America had a very good year with market conditions greatly improved and EMI
gaining significant market share, Strong sales growth resulted in the region retuming
to profitability during the year. Mexico, Argentina and Colombia were key growth
drivers of the business.

Major-selling local artists during the year included Intocable, RDB, Quintanilla lll,
Legiao Urbana and Aleks Syntek. Top-selling intemational artists included Robbie
Williams and Tiziano Fero.

EMi Classics

EMI Classics made good progress during the year. Notable achievements were
breaking Nigel Kennedy to gold status in France and the re-signing of Russian
superstar violinist, Maxim Vengerov, who is about to record the Beethoven Concerto
with Maestro Rostropovich and the London Symphony Orchestra.

Karl Jenkins signed a long-term contract with EMI Classics and his first two classical
albums both went to the top of the UK classical charts. His The Armed Man; AMass

For Peace was the first album from a British contemporary classical composerto be
certified gold inthe UKiin over adecade.

Leif Ove Andsnes broke into the pop charts with a platinum certification for his album
Mozart Piano Concertos Nos. 9 and 18in his homeland, Norway, and Sir Simon Rattle
and the Berlin Philharmonic Orchestra built on their reputation as the world's leading
conductor and orchestra with a successful tour of Japan and South East Asia.
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With Me have sold
“nearly30milion. : -
afternotchingup -
another 2.1 million
and1.8million: -’
respectively thisyear.
Norahissigned both
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" Usher I
Signed toEMIMusic:.:..
Publishingsince .. ..
thestart othis career,

- lastyearwasthemost

successfulever for

Usher withastring

ofawardsandthe

world's best-selling

albumin 2004,

Confessions.
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'Operating review: EMI Music Publishing

... EMIMusic Publishing continued its strong track record of achievement, delivering

- constant currency sales growth of 4.9% for the financial year. Given the backdrop
. ofachanging and still challenging global music market, this perfformance
- demonstrated the superiority of EMI Music Publishing’s song catalogue, creative
approach, marketing capabilities and operating efficiency. These important attributes
position us to take advantage of ali of the new and growing uses of songs that are
- emerging around the world.

-+ Asalways, a broad range of songs —both cumrent hits and classics created years
ago —contributed to this year's performance. Notable successes from recent
releases included songs by Natasha Bedingfield, Jamie Cullum, Eminem, Good
Charlotte, Alan Jackson, Jay-Z, Kelis, Alicia Keys, Kylie Minogue, Scissor Sisters,
Jessica Simpson, Usher, Hikaru Utada, Kanye West and Pharrell Williams.

Through aggressive marketing of our songs, performance and synchronisation
revenues continued to be important drivers of growth as mechanical revenues

.

Martin Bandier remained under pressure from industry conditions. We also benefited from our
Chairman and CEO continued focus on improving collection efficiency from users and the national
EMI Music Publishing collection societies and ensuring proper payment for the use of our copyrights.
. The use of songsin digital applications, such asring tones, continued to generate
high rates of growth.

Regionally, our North American business continued to deliver good sales gains

on alocal currency basis. Through our effective song marketing approach, we once
again achieved double-digit growth in synchronisation revenue in this business.

Our UK business generated revenue gains in allincome types, most notably in
performance and mechanical revenue reflective of the high chart-share positions
achieved inthe last year. Sales in Continental Europe were marginally higher than last
year at constant currency but mechanical revenues were under pressure in territories
such as France, Germany, Spain and Scandinavia, where the recorded music industry
remained especially difficult. In Japan, we generated attractive overall sales growth on
alocal currency basis, driven by gains in synchronisation income as well as higher
mechanical income, largely due to the QueenJewels collection and Hikaru Utada.

Pharrell Williams Eminem

Mechanical revenue

Mechanicalroyalties, derived primarily from the sales of recorded music products,
now represent less than 45% of our total publishing revenues, down from over 56%
of the total five years ago. Mechanical revenues declined by 6.3% at constant
currency for the year. Given the time lag in receiving royalties from collection societies,
mechanical revenues were negatively affected by the prior period’s decline inthe
global recorded music market and the phasing of receipts.
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‘We continued
our strong track
record, growing
sales by 4.9%.’

Alan Jackson
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Ashlee Simpson

Performancerevenue

Performance revenues, earned when a songis performed live on stage, playedin
abarorbroadcast on the radio or television, grew by 7.7% at constant currency for
the year. This high growth was driven by a range of factors including continued
expansion of media outlets and channels around the world, improved trackingand
collection efforts and strong chart positions for our songs, particularly in pop and
urban music. Performance revenues have been a source of growth for EMlin each
ofthe past seven years and this income type now contributes almost 27% of total
publishing revenues.

Synchronisationrevenue

Qur synchronisation revenues continued to generate attractive growth, increasing
by 13.2% at constant currency for the year. Synchronisation revenueis generated
by the use of songs in audiovisual works such as advertisements, television
programmes, films, computer games and in mobile phones. Important

- synchronisation licences for advertising were signed with companiesincluding

General Electric, Philips Electronics, Fisher Price, Pepsi, Maxwell House Coffee and
Renault. Recent successes in licensing ocur songs to television programmes included:
Americanldol, The CBS Early Show, CSl, One Tree Hill and the OC and to films such
as: Bridget Jones: The Edge of Reason, Coach Carter, Hitch, Shark Tale, Spider Man 2
and Shrek2.

These successes demonstrate that we have continued to achieve effective execution
of our strategy of combining a strong customer orientation with a superior

.- understanding of how our songs canimprove an audiovisual work. This proactive
7% approach has enabledus to be the best at meeting the creative needs of content

creators and music producers. Our synchronisation revenue has grown consecutively
for more thanten years and this category now represents over 17 % of our total
publishing revenues.

Otherrevenue

iN3  Otherrevenue, which includes income from uses such as print, stage productions,

background library, some ring tones and other miscellaneous uses, increased by
£15.8m and cumrently represents less than 129 of revenues. Important drivers of
growthin other revenue during the year have beenring tones, stage productions
such as Mamma Mia and We Will Rock You, and payments from enforcing the use
of our copyrights.



Music publishing
Revenuesources -
(%)

Mechanical
447

Other
14

Jamie Cullum Natasha Bedingfield

Digital

The use of songs in new digital applications is an attractive and fast-growing
opportunity. Our digital sales grew sharply during the year, contributing over £14m
to our revenues, and were up 90% at constant currency fromthe prior year. Digital
revenues now represent 3.4% of EMI Music Publishing’s total revenues, compared
to 2% in the prior year. Revenues from digital music are currently classified amongst
the various revenue categornies—mechanical, performance, synchronisation and
other—based on the varying status of these new uses in different countries.

The use of songs in mobile phones, particularly viaring tones, continued to be the
most significant early digital revenue contributor. Consumer acceptance of these
new musical products has been very positive, with especially high interest in Asia
and, increasingly, in Europe. In the US, mobile song useis at arelatively early stage
withthe potential for very attractive growth in the coming years as phone and
compression technologies improve.

EMI Music Publishing has continued to be at the forefront of maximising royalty
generation from digital music products. In December, EMI finalised an agreement
with Sony BMG that will facilitate the introduction of a wide range of digital offerings
in North America. Ground-breaking agreements such as this are instrumentalin
driving new digital music product development. The collection societies play an
important role in ensuring that publishers and songwriters fully benefit from the
many new digital uses. EMI has been working to focus these third parties on faster
identification of new product offerings, rate setting and royalty collection fromthe
varied digital song customers.

Progress with some of these third parties has been slower than desired, with the
development of the necessary reporting systems still at an early stage.

We are well positioned to benefit from the anticipated global growth of other digital
song uses such as music and video downloads, subscription services, ring tunes and
ring backs. We already have an extensive global network and effective song-based
royalty processing systems that, together with our high quality song catalogue, enable
us to grow flexibly as each type of digital product gains acceptance.

Key organisationalinitiatives

We have continued to strengthen our management team during the year. Most
notably, Roger Faxon returned to EMI Music Publishing in February, to take on the
newly created role of President and Chief Operating Otficer. Roger has extensive
experience at EMI, both at music publishing andin corporate managementroles,
as well as within the entertainment industry.
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Financial review

Chief Financial Officer
EMIGroup

‘Costs were
tightly controlled
and gross margin
improvedto
35.7%.’

Turnover

Reported Group tumover fellby 8.4% or £177.9m to £1,942.8m. The decline,
excluding exchange movement, was 5.1% or £107.1m. The adverse exchange
movement was largely drivenby adecline inthe weighted average rate of the US
Dollar against Sterling from $1.70 last year to $1.85in 2004/05.

At constant currency, turnover in EMI Music fell by 7.4%, decliningin all regions apart
from Latin America. The disappointing level of reorders for second-half releases and
the slippage of twomajor albums out of the financial year was partially offset by
stronger catalogue sales.

At constant currency, turnover in EMI Music Publishing was up on the prior year
in allmajor geographicregions and by 4.9% at adivisional level. Theincreasein
tumover was driven by strong growth in performance, synchronisation and other
revenues. Mechanical revenues were below the prioryear, driven by the decline
inthe global recorded music market.

Group digital sales increased to £49.7m from £15.1min the prior year, an increase

of 329% at constant currency. Digital sales represented 2.5% of total Group turnover
for the year, with the percentage increasing sequentially during the year from 2.2%
inthe first quarter to 3.5% in the fourth quarter.

Costs

During the course of the year, all costs were tightly controlled. Administration expenses
werereduced by £31.6m and gross margin, after distribution costs, improved from
35.3%1035.7%.

Royalty and copyright costs, manufacturing and distribution costs together with
marketing and promotion costs are all largely variable with tumover. They have,
therefore, declined in absolute terms but, as a result of greater efficiencies, there has
been arelative improvement particularly in marketing and promotion costs. Group
corporate costs were higher in the year due to increased legal and regulatory costs.

The cost structure was improved over the year by the outsourcing of manufacturing
in the United States and Europe and the restructuring of some of our record labels,
particularly in Continental Europe. These initiatives delivered savings of £35min the
year and are expected to deliver further savings of £15m in the current financial year,
bringing the total annualised cost savings to £50m.

Operating profit
Group operating profit (EBITA) declined by £16.4m or 6.6% from £249.3m to
£232.9m. Excluding exchange the decline in EBITAwas £8.7mor 3.5%.

EMI Music reported EBITA of £132.7m, a decline of £11.8m or 8.0% at constant
currency on the prior year. The EBITA contribution from the Continental Europe
region increased significantly in the year but thisimprovement was more than offset
by declines in North America and Asia. Operating margin remained constant at
8.6%, further evidence of the Group’s determination not to chase unprofitable sales
andits ability to control costs.

EMIMusic Publishing reported EBITA of £100.2m, a growth of 3.0% at constant
currency on the prior year. Operating margin declined from 25.6% to 25.0%. This
decline in marginwas primarily attributable to anincrease in allocated corporate costs.

Group operating margin increased again from 11.8% to 12.0%.
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Group turnover by business division
(%) '

Recorded music
794

Muslc publishing
206

Group operating profit
bybusiness division
(%)

Recorded music
570

Music publishing
43.0
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Firsthalf and second half comparison

Group tumover for the second half was down 5.9% from the same period last year.
Excluding the effects of currency movements, the decline was only 4.7%. Dunng this
period, EMI Music Publishing turnover was up on last year in all regions at constant
currency. On the same basis, EMI Music also showed growth over the second half
inthe UK &Ireland, in Continental Europe and in Latin America.

Group EBITA for the second half was down 9.5% from the same period last year,
On a constant currency basis, second-half profits were down 8.7%. The divisional
geographic comparisons followed the same pattern as tumover; EMI Music
Publishing was up in all regions while EMI Music was up only in the UK & Ireland and
Continental Europe.

Otheritems affecting earmings

Group finance charges excluding exceptionals rose by £6.2mto £92.1m. This
reflected both a2.3% increase in average net borrowings as well as increases
ininterest rates in both the UK and the US, two of our major funding temitories.

Adjusted profit before tax fell from £163.3m to £141.9m, driven by the declinein
turnover.

-The Group tax rate, before amortisation and exceptionalitems, was 22% against

19.9% in the prior year. The increased rate reflected a movement in profitability
towards countries in Continental Europe, where our marginal tax rate is higher,
and away from the US, where there are brought-forward losses available for offset.

The chargein respectofthe amortisation of copyrights and goodwill at £50.7mwas
slightly down from last year’s total of £50.9m. .

After material operating exceptional costs of £138.3m in 2003/04, there were no
operating exceptional costs to report this year. Similarly, after taking non-operating
exceptional costs of £16.5m in 2003/04, there was a credit in2004/05 of £0.8m,
being the profit on the sale of properties. There were no finance exceptional costs
to report in 2004/05 in comparison with a charge of £10.2m in the previous year.

The minority interest cost has reversed from a credit of £0.9m in the previous year to
acharge of £4.3mthis year. This is the consequence of the recorded music business
inJapan, in which there is a 45% minority, retuming to profit after falling into losses
after operating exceptional costs last year.

Profit attributable to members of the Holding Company was £56.3m against aloss
last year of £71.6m.

Adjusted basic eamings per share were 13.5p, compared with 15.8p. On a diluted
basis, treating outstanding convertible debt and outstanding share options as equity,
adjusted eamings per share were 13.0p. The Board is recommending a final dividend
of 6.0p per share to maintain the total dividend of 8.0p per share.



Group tumover by origin
(%)

Rest of Europe ‘
318

Asia Patific
18.8

Group operating profit by origin
(%) :

Asia Pacific
8.1

Cash flow and netborrowings

Improvement in cash conversion and overallcash management remains a key area
of focus for the Group. The net cash inflow from operating activities was £221.4m.
This represented a significant reduction from last year's inflow of £309.4m, reflecting
two primary factors. First, the reduced inflow comes after deducting £60.3min
respect of cash spend on the restructuring programmes announced on 31 March
2004, Secondly, the inflow from improved working capital management was £25.2m
for the year, compared to £58.3min the prior year.

Atfter the net cash inflow from operating activities, we had cash outflows of £101.6m
for finance charges, £32.7m for taxation, £108.5m for investment activity (notably the
final payment of £42.3m in respect of Jobete and deferred consideration payments
in respect of Mute and Hit and Run), and £62.9m for dividends, giving an overalicash
outflow before exchange differences of £84.3m. Net of receipts from theissue of
shares of £1.7m and a gain on translation of £1.8m, year-end net debt has increased
by £80.8m, from £748.7m to £829.5m.

Pensions

EMImaintains a number of defined benefit plans around the world, the largest of
whichisin the UK As aconsequence of the triennial valuation of that plan as at 31
March 2003, the Group resumed annual contributions in respect of future service
tothe UK fund with effect from 1 April 2004. This resulted in a cash cost of
approximately £6.5m with no profit and loss impact due to the accounting treatment
as determined by SSAP 24, These contributions will continue until the outcome of
the next triennial valuation, as at 31 March 2006, is known and future funding
requirements can be determined.

Treasury matters

Funding

On 15 July 2004, the Group signed an additional 364 day £100m committed credit
facility with a group of banks. With this exception, the Group's funding sources have
not changed during the year, following the major restructuring in the Autumn of 2003.
In that restructuring, five interconnected programme components were implemented.
The Group issued €425m 8.625% Senior Notes due 2013 and US$243.3m
Guaranteed Convertible Bonds, due 2010 unless previously redeemed, converted
orpurchased and cancelled. The Group cancelled its existing short-term revolving
credit bank facilities expiring 2005 and entered into a new £250m revolving credit
facility expiring 2007. Finally, the Group prepaid US$56.25m Senior Notes duein 2009
and2012,

Theaverage term of the net debt at 31 March 2005 was 5.9 years against 7.1 years
asatlastyearend.
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‘Improvement

in cash conversion
remains a key
area of focus
forthe Group.’

36

Policyandrisk

Treasury activity is carried out under a framework of policies and guidelines
approved by the Board. The Board reviewed the policy framework during the year
and approved the few changes proposed. Controland authority is delegated tothe
Treasury Management Committee, chaired by the Group Chief Financial Officer.

Financialinstruments held by the Group comprise derivatives, borrowings, cash and
liquid resources and other financial assets and liabilities, their purpose beingtoraise
finance for the Group’s operations. Treasury policies prohibit their use for speculative
purposes.

The Group borrows in various currencies and uses swaps, caps and collars to
manage interest rate exposure. The Group policy is that a minimum of 25% of the
Group's term borrowings should be at fixed/cappedrates.

The Group faces curency exposure from exchange rate fluctuation against Sterling.
Balance sheet exposures are hedged to the extent that overseas liabilities, including
borrowings, provide a natural hedge. Group policy is neither to undertake additional
balance sheet hedging measures nor to hedge profit and loss account transtation
exposure, Transaction exposures are hedged, where there are material items that
have a high probability of occurring, with the use of forward exchange rate contracts.

Adoption of Intemnational Financial Reporting Standards (IFRS)
The Group expects to publish its first financial statements under IFRS for the six
months to 30 September 2005 and for the year ending 31 March 2006.

The Group intends to announce the impact of IFRS on its financial statementsin
early July. ltis anticipated that the areas of most significant impact in 2005/06 will
allbe non-cashitems and will comprise: .

* theinclusion of the valuations of the defined benefit pension schemes, notably
thatin the UK, on the balance sheet together with additional information on
equivalent service cost and financing cost in the Profit and loss account;

* othereffects onfinancing charges including revaluation movements on our
convertible bond and exchange movements on foreign cumency denominated debt;
theinclusion of share-based pay awards as an overhead cost; and

¢ thereplacement of automatic amortisation of goodwill with annual impairment
reviews.
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Social responsibility

‘We believe that
our investmentin
staff should mirror
our investment

in artists —building

forthe longterm.’

We believe it is important to run our company in a way which benefits the wider
community as well as our shareholders, artists and employees.

We are committed to transparency in the area of Corporate Social Responsibility
(CSR) and publish a full social responsibility report every year, which is made available
onourwebsite.

EMI continues to be included in both the Dow Jones Sustainability Index and
FTSE4Good. This year, we achieved the number two and a ‘best in class’ranking
respectively in two European surveys of the media sector that were undertaken by
socially responsible investment organisations Oekom and Storebrand. We were also
named as one of The Sunday Times 100 Best Companies to Work For’ and one of
Management Today’s ‘Most Admired Companies’ for 2004.

The UK's Media CSR Forum, inwhich we have played an active role since itsinception,
has helpedidentify and define some of the key CSR issues for our sector. We willbe
using the findings of that work to develop our CSR programme going forward.

Employment

Our Social responsibility policy includes the key points of our employment policy
framework—equal opportunity, health and safety, open communication and fair
reward. Responsibility for management of employment matters rests with each
business operation within that framework. We promote five key values in the
company: creativity, integrity, accountability, adaptability and empowerment.

Our Standards of Business Conduct reinforce aspects of integrity and accountability
and are distributed across the company.

Creative businesses such as ours rely strongly on their people. We are working hard
to ensure that our investment in staff mirmors our investment in artists by building for
the long term. Two good examples of this are EMI Music UK and the Christian Music
Group inthe US, where all staff on the senior management teams have come up
through the company. For the second year running, EMI Music UK was named as one
of the ‘100 Best Companies to Work For' in an annual survey by The Sunday Times,
moving up to 39th from 73rd position. The results are based onindependent and
confidential employee surveys coveringarange of workplace issues; EMI was ranked
inthe top 10for leadership, finding work stimulating and being proud to work for

the company.

EMI continues to expand its worldwide management development programme,
seeking out the talented people in the business and providing targeted workshops and
development support. Approximately 15% of our executives received training this year
inareas such as leadership and global thinking. These worldwide programmes are in
addition to the training individual operating companies provide for their staff.

Our executive review programme, a formal performance management system first
introduced three years ago, has now achieved a global uptake of over 80% and
ensures that individual performance targets are set collaboratively with managers and
are aligned to business strategy. It also drives training and development plans and is
cumrently being introduced below executive level to enhance development of many
more employees.

Thisisalso the third year in which we have measured and reported on workforce
diversity and health and safety. With a few exceptions, this informationnow covers our
worldwide operations. Women made up 47% of all staff and 25% of management,
ethnic minorities (excluding Asia and Latin America) made up 15% of all staffand 5%
of management, and staff with disabflities represented 0.4% of staff and 0.3% of
management.
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Keedie

EMI Classics artist
Keedie with school
children in London
as part of the ‘Note
for Note' scheme.
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During the year, we had 19 reportable injuries/illnesses (4.4 per 1,000 employees)
based on UK standards and an average of 3.3 days’ absence fromiliness per
employee. We did notincur any health and safety enforcement notices or convictions.

Community

Our commitment to supporting music education and access to music produced
anumber of new initiatives during the year. In the UK, we continued our involvement
inthe development and implementation of the govemment’s Music Manifesto,

a strategy to enhance music provision in schools and the wider community. The
Manifesto was launched by government ministers at Abbey Road Studios in July
2004, together with Sir George Martin and EMI artist Jamelia.

Together with Yamaha, the BBC, The Prince’s Trust and the Music Manifesto, EMI
also becameapartner in Lioyds TSB's ‘Note for Note' — a new comrnunity-related
marketing initiative launched by the UK bank. Note for Note’s aimis to bring more
music to schools nationwide; it will raise funds by inviting Lloyds TSB cumrent account
customers to ‘round down'’ their credit balance to the nearest pound eachmonth

(or donate via their debit card). Customers can nominate up to two schools to receive
their donations or choose the Music Boost Fund, which supports schools facing
challenging circumstances. Schools can use the money raised forin-school
workshops, Yamaha instruments and concert tickets and | loyds TSB has committed
£10m over the next three yearsto subsidise these offers.

As part of our contribution to the programme, we produced Bringing Music to your
Classroom, a DVD designed to be a useful teaching aid, which was sent to al! 29,000
primary and secondary schools in Great Britain. It includes Simon Rattle’s version of
Britten’s A Young Person’s Guide to the Orchestra and a collection of interviews and
videos from 12 of our classical and crossover artists. EMI Classics UK's artist Keedie
was on hand at the Note for Note launch, performing and working with young primary
school pupils. The EMI Music Sound Foundation (see below) is administering the
programme’s Music Boost Fund.

The EMIMusic Sound Foundation, the independent charity we established in 1997,
has nowawarded a total of £2.3m to boost music education in the UK. The Foundation
is the largest single sponsor of specialist performing arts schools andis now
extending its support to the new category of specialist music schools; it also makes
grants for instruments and training to individuals and to non-specialist schools as well
as funding seven annual bursaries at music collegesinthe UK and Ireland. More
information can be found on www.emimusicsoundfoundation.com.

Teach Firstis a new UK programme that recruits top university graduates to teach

for two years in under-resourced secondary schools, while also preparing themto
succeed as long-tenmleaders in careers both inside and outside of education. Inits
first two years, itis estimated that the programme has made a positive impact ontens
of thousands of pupils across 65 London schools. EMIis involved in several ways:
providing support to Teach First in adding music teachers to the programme and
then providing networking and industry engagement opportunities for them; offering
participants summer work placements; and providing business and career coaching
to second year participants as they decide what to do next.

Inthe US, EMI Music equipped arecording studio at the Bronx House in New York,
a Music for Youth facility that runs an innovative after-school music pregramme.
Having studio hardware and software installed on site will enable the young people
who use Bronx House to do more than just learn about other people’s music - now
they can explore their creativity through making and recording their own music.



Smokie Norful
Grammy winner Smokie

Norful with high school
music students.

Unity

Inassociation withthe release
of the Unity album, EMI donated
£100,000 to UNICEF.

Swaziland

A choirin Swaziland perform
ata UNICEF-backed concert
whichalso featured EMI artist
Mzwakhe Mbuli.

EMlinthe US was also involved with the Grammy Jazz Ensembles Programme.

In association with this year's Grammy awards, 29 talented high school students
fromthe US and Canada travelled to Los Angeles where they met and performed

with Grammy-nominated artists. The week included arecording session at EMI’s
Capitol Studios. While they were there, EMI Gospel artist and Grammy winner Smokie
Norful paid them a visit to share some of his knowledge and experience.

The World of Nat King Cole was a CD and DVD linked to a television documentary and
developed by EMI Music Marketing in the US for worldwide release; in conjunction
withthis, a$25,000 donation was made to the VH1 Save the Music Foundation, which
is dedicated to restoring music programmes in schools across the country and raising

‘awareness about the importance of music participation for young people.

Heatlth and welfare is another area we support through our community investment and
during the year we developed a partnership with UNICEF, the intemational children’s
charity. Initially this was through Unity, the official album of the Athens 2004 Olympic
Games. In association with our release of this CD, EMI Music donated £100,000 to
support HIV/AIDS work in sub-Saharan Africa. In January, EM! staff and South African
artist Mzwakhe Mbuli joined a UNICEF team on afield trip to Swaziland, to see at first
hand how UNICEF uses music and performance arts as a crucial education tool

inthe fight against HIV/AIDS.

We worked with UNICEF again after the devastating tsunamiin Asia, settingup
ascheme to match worldwide employee donations. The combination of staff giving,
EMI's matching and an initial corporate donation raised more than £230,000 to help
withbothimmediate relief and longer-term development in the affecled areas.

To mark the untimely death of South Africanicon and EMI artist Brenda Fassie, EMI
released worldwide a greatest hits compilation spanning her 20-year career, Al profits
weredonated to 46664, the HIV/AIDS education and research arm of the Nelson
Mandela Foundation.

EMI Australia has embraced community involvement as a key part of its social
responsibility programme and this year launched ‘department community days’.

By year end, 75% of the company’s departments had completed a day working
together in the community and the remaining departments had identified their charity
and planned the day. Beneficiaries ranged from a telephone/online counselling
service for young people and achildren’s hospice to habitat preservation and
restoration groups.

EMI's worldwide charitable cash donations for the year were £1.0m; this was
complemented by additional community investment from participation inindustry
fundraising events around the world, arts sponsorship, staff time and giftsin kind.
Based on our UK operations, we continued to achieve the PerCent Standard, a
benchmark designed to recognise companies that invest a minimum of 1% of their
pre-tax profits in the community.

Environment .

We completed ourexit from manufacturing in Europe and the US in June 2004,
Thisleaves us withjust two plants, in Japan and Canada, and a significant reduction
inthe environmental impacts that we can manage directly. As an example, our
worldwide energy use dropped 44% compared to the previous year, almost entirely
dueto our exit from CD manufacturing.
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¢ i ' We will continue to promote responsible environmental management in our offices,
We daim to ensure studios, distribution centres and remaining factories, and to report on our progress.

H 1 We have also asked our CD suppliers in Europe and the US to give us an annual
th at ourin d Ire Ct report covering the key performanceindicators we use intemally tomanage the
1 environmental impact of manufacturing. Our aimis to try to ensure that ourindirect
environ mental ’ impacts in this area are managed asresponsibly as those from our own facilities.
Im paCtS are Worldwide, our carbon dioxide (CO-) emissions from all our buildings dropped by
32% in absolute terms and by 26% when related to tumover. Thereduction in CO2
m anag ed das is less than the drop in energy use primarily because last year's number reflected the
re Sp ons | b |y as use of renewable electricity at our Dutch manufacturing facility.
Within our remaining manufacturing operations we continued to track hazardous
th ose fro mour waste, solvent consumption and polycarbonate scrap, with all three showing

waste (as shownin the graph)is due to the fact that, historically, the Dutch plant was
required to classify a far greater range of wastes in this category. We continued our
downward trend in solvent consumption, with a21 % reduction per unit produced.
This was, however, approximately 9% above our target, largely due to purchasing
solvent stocks late in the year, for use in the following year. Polycarbonate scrap
dropped 6% per unit produced, exactly on target.

own faCl I |t| es. ) reductions on a per unit basis compared to last year. The dramatic drop in hazardous

Global warming potential - Global warming potential
CO:z2emitted due to energy use COzemitted dueto energy usein
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(kilotonnes) {tonnes/£m)
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Executive directors

Alainlevy

Martin Stewart
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Martin Bandier

Eric Nicoli(54)
Chairman

Eric Nicoliwas appointedtothe Boardin

1993 asa Non-executive Director, becoming
executive Chairman in July 1999. Until 30 April
1993, he was Group Chief Executive of United
Biscuits (Holdings) pic (UB), which he joined
from Rowntree Mackintoshin 1980. He was
appointedto the UB Boardin 1989 and became
Chief Executive of UBin 1991,

Mr Nicoliis: Non-executive Chairman of The
Tussauds Group Ltd; Chairman of The PerCent
Club, The EMI Group Archive Trustand of the
Trustees of the EMI Music Sound Foundation; and
adirector of Creative and Cultural Industries Ltd.

Alainlevy(58)
Chairman and Chief Executive Officer
EMIMusic

Aain Levy joined EMI and was appointedto the
Board in October 2001.

Mr Levyjoined CBS International (now Sony
Music)in 1972 and, after 12 years, movedto
PolyGram {now Universal Music Group), where
he became President and CEQin 1991. Inboth
companies he held various posts involving
manufacturing, logistics, marketingand
management. Mr Levyremained with PolyGram
until twas soldto Seagramin 1998.

MrLevyisa director of David Linley & Co. Ltd
and lichester Investments Ltd. He also sitson
the advisory board of Schroder Venture Partners
LLC (formerly Schroder Ventures)in the US and
onthe European advisory board of Wharton
Business School.

Martin Bandier (63)
Chairman and Chiel Executive Officer
EMIMusic Publishing

Martin Bandier was appointed to the Board

in April 1938. He joined EMI Music Publishing
asits Vice Chairmanin 1989 upon the acquisition
of SBK Entertainment World Inc. (SBK), inwhich
he was afounding partner. He was appointed
CEO of EMI Music Publishingin 1991 becoming,
inaddition, Chairmanin 1992.

Mr Bandier entered the music publishing
businessin 1975 as afounding partner of the
Entertainment Music Company and the
Entertainment Television Company and,
togetherwith his partners, created SBK in 1986.

Mr Bandier is a director of the Nationa! Music
Publishers’ Association, the BMI Foundation,
the Songwriters’ Hall of Fame, the Rock and Roll
Hall of Fame and the Syracuse University Board
of Trustees. He is alsoa member of the National
Academy of Recording Arts and Sciences.

Martin Stewart (41)
Chief Financial Officer (CFO)

Martin Stewart, who is a Chartered Accountant,
was appointed CFO and became a member

of the EMI Board on 1 February 2005, having
joined EMIon 7 January 2005.

Before joining EMI, Mr Stewart was Chief
Financial Officer of British Sky Broadcasting
Group plc. He held this post from May 1998
until August 2004, havingjoined that company
in 1996. Between 1991 and 1996, Mr Stewart
was employed by PolyGram, latterly as Finance
Director of PolyGram Filmed Entertainment.



Non-executive directors

John Gildersleeve

David Londoner

Kathleen O’'Donovan

John Gildersleeve (60)
Deputy Chairman and Senfor Independent
Non-executive Director

JohnGildersleeve joined the Board in February
2004 when he also became Deputy Chairman
and Senior Independent Non-executive Director.

Until February 2004, Mr Gildersleeve wasthe
Commexcial and Trading Director of Tesco plc.
Hejoined Tescoin 1965 andbecamean
executive directorin 1984.

Mr Gildersleeveis also Non-executive Chairman
of Gallaher Group plc and a non-executive
director (Non-executive Chairman designate)

_ . of The Carphone Warehouse Group PLC.

Sly Bailey (43)
Sly Baileyjoined the Board in April 2004.

Mrs Bailey is Chief Executive of Trinity Miror pic,
the UK's largest newspaper publisher. Between
1989and 2003, Mrs Bailey held various executive
posts withthe IPC Media Group, joining the
Boardin 1994 and becoming Chief Executive

of IPC Mediain 1999, She led the sale of IPCto
AOL Time Wamer in 2001. From 1984 until 1989,
Mrs Bailey worked in sales management for The
Independent and The Guardian newspapers.

Mrs Bailey is a non-executive director of The
Press Association Ltd. She is also the President
of Newstraid, a charity for the distribution and

. retailnewstrade.

Peter Georgescu (66)
Peter Georgescu joined the Board in 2002.

Mr Georgescuis Chairman Emeritus of Young
& Rubicam Inc., a network of commercial
communications companies, having served
asthat company’s Chairman and CEO from
1994 until January 2000.

Inaddition, Mr Georgescuis adirector of Levi
Strauss & Co., International Flavors & Fragrances
Inc.and Toys "R” Us, Inc, Heis also Vice Chairman
of the directors of New York Presbyterian
Hospital and is a member of the US Council
onForeign Relations.

David Londoner (68) .
David Londoner joined the Board in 2003.

MrLondoner, who s a Chartered Financial
Analyst, is the General Partner of The North River
Company, L P, afamily investment partnership.
He spentmost of his carcer at Schroder & Co.
Inc., joining a predecessor firm, Wertheim & Co.,
in 1972 and leavingwhen it was sold in 2000.

Addttionally, Mr Londoner is a director of
Meredith Corporation and atrustee emeritus
of the American Museum of the Moving Image.

Kathleen O’'Donovan (48)
Kathleen O’ Donovan joined the Board in 1997
and has chaired the Audit Committee since 1999,

Ms O’'Donovanis a non-executive director of
Prudential pic, Great Portland Estates PLC and
O: plc (and serves ontheir audit committees) and
is also chair of the Invensys pension fund. She will
be standing downTrom the Court of the Bank of
England and as char of its audit committee at the
end of her six-year term on 31 May 2005.
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Directors’ report

for the year ended 31 March 2005

The Chairman's statement, the Operating reviews and the Financial review
inthis Annual Report together contain details of the principal operations -
of the Group and their results during the year as well as likely future
developments.

Dividends

Aninterimdividend of 2.0p per Ordinary Share was paid on 1 April 2005.
The Board is recommending a final dividend of 6.0p per Ordinary Share,
making atotal of 8.0p (2004: 8.0p). The final dividend will be paid on

7 October 2005 to Ordinary Shareholders on the register as at the close
of business on 9 September 2005, with the shares going ex-dividend
on 7 September 2005.

Substantial shareholders
As at 20 May 2005, the Company had been notified of the following
imerests of 3% or moreinits Ordinary Shares:

No.o %l capia
(]

The Capital Group Companies, Inc. 36,211,326 4.59
The Goldman Sachs Group Inc.

and its subsidiaries 24,224,817 3.07
HBOS pic/insight Investment

Managemen Limited 38,510,121 4.88
Legal & General Investment .

Management Limited 27,861,886 3.53
Lehman Brothers International (Europe) 38,045,403 4.82
Prudential plc group of companies 39,992,458 5.06
Schroder investment Management Limited 73,710,242 9.33
Wellington Management Company, LLP 71,453,854 9.05

Share capital

Changes inthe Company’s share capital during the year, and details of the
authority for the Companyto purchase its own Ordinary Shares as at
31March 2005, are set out in Note 22 on page 91.

46

Employment policies
Information on the Group’s employment policies is given on page 39.

Supplier payment policy ) .

The Company negotiates payment terms with its suppliers on anindividual
basis, with the normal spread being payment at the end of the month
following delivery plus 30 or 60 days. Itis the Company’s policy to settle
the terms of payment when agreeing the terms of each transaction,

to ensure that the suppliers are made aware of the terms, and to abide
bythem. The Company makes payments toits suppliers through its
subsidiary, EMI Records Ltd. The number of days’ purchases outstanding
at31March 2005 s calculated at 48 days (2004: 45 days).

Charitable and political expenditure

Charitable, sponsorship and fundraising activities carried out during
the year within the Group contributed £1.0m (2004: £1.1m) to charitable
organisations and communities around the world. These included UK
charitable donations amounting to £0.3m (2004: £0.3m) and £nil (2004:
£0.1m) elsewhere in the European Union ( EU’). These donations were
given to suppont charitable organisations and community initiatives

in youth and education, arts and culture, and health and welfare.

Itis the Group’s policy not to make any donations to political parties or
toincur any political expenditure, as those terms are defined inthe Political
Parties, Elections and Referendums Act 2000 (PPERA). No such
donations were made nor was such expenditure incurred either inthe UK,
therest of the EU or elsewhere during the year (2004: £nil).

Researchand development (R&D")
During lh&y)ear, Group expenditure on R&D totalled £40,000
(2004: £100,000).



Directors

The present Directors of the Company are named on pages 44 and 45.
Mrs S Bailey, having been appointed on 2 April 2004, was elected by
shareholders at the 2004 Annual General Meeting (AGM?). Dr H Einsmann
retired as a Director at the conclusion of the 2004 AGM. Mr R C Faxon
resigned as a Director on 31 January 2005. Mr M D Stewart was appointed
as a Director on 1 February 2005. Allithe other Directors served throughout
the year.

MrAMJitevyandMrPA Georgescu retire by rotation at the AGM
pursuant to Article 112(A) of the Company’s Articles of Associationand,
being eligible, offer themselves for re-election. Mr Stewart retires at the
AGMpursuantto Article 112(B) and, being eligible, offers himself for
election. Biographicalinformation relating to the Directors to be efected
or re-elected at the AGM s set out on pages 44 and 45.

On 6 January 2005, the Company announced a succession planforits
Music Publishing division. On 1 February 2005, Mr Faxon left the Board
and retumed to EMI Music Publishing in New York to become its President
and Chief Operating Officer, reporting to Mr M N Bandier. As from 1 April
2006, Mr Faxon will rejoin the Board when he becomes Joint Chief
Executive Officer of EMI Music Publishing with Mr Bandier, At that time, Mr

Bandier, who will continue as Chairmanof EMI Music Publishing, will cease

to be a Director of the Company. From 1 April 2007, Mr Faxonwill become
sole Chief Executive Officer of EMI Music Publishing with Mr Bandier
remaining as full-time Chairman of the division until 31 March 2008.

No Director had a material interest inariy contract of significance
subsisting at the end of, or during, the year involving any Group company,
other than by virtue of having a service contract. Details of Directors’
interests in the shares of the Company are set out in the Remuneration
Report on pages 61t064.

Under Article 177 of the Company’s Articles of Association, the Company

provides the Directors and officers of the Company, to the extent permitted
by law, with an indemnity inrespect of fiabilities they may incur in connection

withthe performance of their duties. From 6 April 2005, UK company law
was changed so as to allow companies to indemnify their directors against
liability, including costs and damages awarded, incivil proceedings
brought by third parties (described inthe legislation as "qualifying third
party indemnities’} and to fund in advance defence costs. The Compan
has been advised that with effect from 6 Apiil 2005, Article 177 provid

the benefit of a qualifying third party indemnity to each of its Directors.

Atthe forthcoming AGM, it is proposed to adopt new Articles which will
reflect this as well as other recent changes inlaw and practice. A summary
of the principal changes to the Articles 15 contained in the Notice of AGM
accompanying this Annual Report.

Auditor

Resolutions to reappoint Ernst & Young LLP asthe Company’s auditor
and authorising the Directors to determine its remuneration will be put
tothe forthcoming AGM.

Annual General Meeting

The 2005 AGMof the Company will be held at 2.30pm on Thursday,

14 July 2005 at The Queen Elizabeth Il Conference Centre, Broad
Sanctuary, Westminster, London SW1P 3EE. The Notice of AGM
accompaniesthis Annual Report. In addition to the ordinary business

of the meeting, resolutions will be put to shareholders to: give authority
tothe Directors to allot shares; give authority to the Directors to disapply
pre-emption rights; give authonity to the Company to purchaseits own
shares; adopt new Articles of Association and authorise a scrip dividend
scheme. Also, in order to avoid an inadvertent breach of the law,
resolutions will be put to shareholders seeking approval for political
donations and expenditure. Further explanations of these matters are
provided inthe letter to shareholders that accompanies the Notice.

Electronic Proxy Appointment (EPA) :

EPA will again be available for this year's AGM. CREST members may also
use the CREST electronic proxy appointment service. Further information
regarding EPA is provided in the Notice of AGM and on the Proxy Form.

By Order of the Board
C P Ashcroft
Secretary

23 May 2005
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Corporate governance

EMIis committed to high standards of corporate governance. The Board
considers that the Company has complied throughout the year with the
Code provisions set out in section 1 of the revised Combined Code

on Corporate governance which wasissued in July 2003 (the Code),
except as regards the length of Directors’ service contracts, which

is discussed in the Remunerationreport on pages 56 and 57, and

the combination of the roles of Chairman and Chief Executive which

is discussed below.

Ernst & Young LLP has reviewed the Company's statement asto its
compliance withthe Code, insofar as itrelates to thase parts of the Code
whichthe UK Listing Authority specifies for review by the external auditor,
and its report is set out on page 67.

The Codewas revised for reporting years which began on or after

1 November 2003. The first of the Company’s reporting years subject
to the revised Code began on 1 April 2004 and is reported oninthis
Annual Report.

The remainder of this section, together withthe Remuneration report,
provides an explanation of how EMI applies the principles of good
governance as set outintherevised Code.

The Board

As at 31 March 2005, the Board of EMI Group plc comprised nine
Directors of whom four were Executive Directors. Following the
appointment of Sly Bailey on 2 April 2004, there were six Non-executive
Directors. However, on the retirement of Dr Harald Einsmann as a Director
at the conclusion of the 2004 AGM, the number of Non-executive
Directors returned tofive.

Allof the Non-executive Directors are considered to be independent

of management and free from any business or other relationship that
could materially interfere with the exercise of their independent
Jjudgement. The Nomination Committee has conducted an annual review
as to whether the Non-executive Directors remain independent against
the criteria set out inthe revised Code. As reflected intheir biographies,
which appear on pages 44 and 45, the Directors have a wide and
balanced range of experience in multinational and consumer-orientated
businesses, as well as an appropriately international spread.

Eric Nicoliis executive Chairman of the Company, which incorporates
therole of chief executive officer. Day-to-day executive responsibility

for the running of the Company’s two main businesses lies with Alain
Levy, as Chairman and Chief Executive Officer, EMIMusic, and Martin
Bandier, as Chairman and Chief Executive Offices, EM Music Publishing,
who eachreport to Eric Nicoli.

Inrecent Years, and as explained in previous Annual Reports, the Board
has concluded that EM! has been best served by the CEOs of the
recorded music and music publishing businesses reportingto an
executive chairman who complements their music industry experience
and expertise, The Board has further concluded that the interposition
of another senior exectitive over the business CEOs would lead

to unnecessary duplication, and diffusion of responsibility.

The Board considers that, for the present, the structure outlined above is
the most effective for EMI andis in the best interests of both the Company
andits shareholders. Furthermore, the Board considers that the nature
and level of matters reserved for decision, eithes to the Board as a whole
or to standing committees of the Board, appropriately limit the authority
of the Chairman and reflect the combination of the posts of chairman

and chief executive officer in one person.
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Itis the Board's policy that, so long as the Chairmanis also the chief
executive officer of the Company, the independent Non-executive
Directors should comprise a numerical majority of the Board and that
the senior independent Non-executive Director should also be either
sole or joint Deputy Chairman.

Ap;art from EM, Eric Nicoli's only other significant commitment during
the year wasthe chairmanship of The Tussauds Group Limited, a private
company.

The Board as a whole considers the appointment of Directors to, and
executive appointments within, the Board, based onrecommendations
fromthe Nomination Committee which follows a formally approved
selection process. The Articles of Associationinchude a requirement that
all Directors should submit themselves for election by the shareholders
atthe AGMimmediately following their appointment and for re-election
atleast once every three years thereafter.

The Board meets at least eight times each year, with additional meetings
or contact between meetings as necessary. The programme for each year
is approved by the Board, Currently, the programme includes reviews of
strategy together with the operations and results of the two main business
units, as well asthe approval of annual budgets and regular presertations
on key business developments, major projects and strategic issues.
Actualresults for the Group and individual business units are reported to
all Directors each mortth. Inthe year ended 31 March 2005, the Board met
ninetimes, including a strategy review as part of its October meeting in
New York. Incoming years, the Board intends to meet at least twice each
year outside the UK to allow closer contact with local management.

These procedures, together with other regular and ad hoc reports, aim
to ensure that the Board is supplied in a timely manner with information
thatis appropriate to the discharge of its duties.

The Board's programme also includes management development

and succession planning, reviews of the effectiveness of the Board and
its principal committees, and an assessment of the performance of the
Executive and Non-executive Directors conducted by the Chairman
and the Non-executive Deputy Chairman. The review of the Chairman’s
performanceis led by the Deputy Chairman and senior independent
Non-executive Director. Additionally, the Board’s programme provides
for atleast two meetings a year between the Chairman and the Non-
executive Directors, as well as at least one meeting of the Non-executive
Directors alone.

Duringthe year, the effectiveness of the Board and its principal committees
was assessed through each Director completing a questionnaire
prepared by the Company Secretary and approved by the Chairman
and Deputy Chairman. The results were then presented to the Board by
the Company Secretary and, following discussion by the Board, agreed
changes were implemented. A similar process was applied during the
year by each of the Audit, Nomination and Remuneration Committees
with the effectiveness questionnaire being approved by the Commiittee’s
Chairman. The performance of the Executive Directors and Non-
executive Directors was reviewed by the Chairman and Non-executive
Deputy Chairman, through completion of an appraisal form, and the
results were communicated to the Directors concerned.



Tailored induction programmes are provided for new Directors. In addition
to briefings by the Chairman, Company Secretary and Chief Financial
Officer, meetings are arranged with a range of corporate and business
executives as well as the external auditors and other advisers. Inductions
also now include modular sessions covering topics such as key financial
and otherx characteristics of, and operating nisks faced by, the recorded
music and music publishing businesses. The Board has also instituted

a programme of ongoing professional development for Directors with
modular sessions approved in advance by the Board.

The Board has delegated certain matters to standing commiittees, details
of which are set out below. However, to enstre its overall control of the
Company’s affairs, the Board has reserved certain matters to itself for
decision. These include the Group’s strategic plans and annual operating
budgets; significant acquisitions or disposals of companies, businesses
or assets, and significant contractual commitments or items of
expenditure; together with policies relating to the Group’s treasury
function, pensions, major litigation, employee share schemes, and
environmental and ethical issues. The delegated authorities, together
with each Committee’s terms of reference and the schedule of matters
reserved to the Board for decision, are reviewed each year,

All Directors have access to the services and advice of the Company
Secretary, whois appointed by, and may only be removed by, the Board.
The Company Secretary advises the Board on all governance matters,
through the Chairman. There are also procedures for Directors, in
appropriate circumstances, to obtain independent professional advice
at the cost of the Company.

The Executive Directors are permitted totake external appointments as
non-executive directors but usually only one such appointment may be
with another publicly quoted company. They may retain the remuneration
from such appointments. All appointments must be approved by the
Boardto ensure that they do not give rise to conflicts of interest.

The attendance by individual Directors atscheduled and ad hoc meetings
of the Board and its Commiittees in the financial year ended 31 March
2005 was as follows:

Director Board Audit Remuneration Nomination  Executive
EL Nicoli 9[9) g 6 303) 13(13)
M N Bandier 99 wa wa a 1213)
AMJIL 99 wa na wa 12013
RC Faxol m 3 na na 10(11)
MD Stewart? 202) 1 na n/a 2(2)
J Gildersleeve o9 44 6(6) 33 na
S Bailey® 99} 44) 6(6) 3R n/a
HEmsmannd 24 of1) 103) 10) na
P AGeorgescu 89)  4(4) 6(6) 33) a
D J Londoner %9 4(8) 6(6) 33) na
K AO'Donovan 89 4 6(6) 33 a

Figures in brackets denote the maximum number of meetings that each Director could have attended.
* Not Committee members, butinvited to attend alt or part of the number of meetings indicated.
2 Resigned on 31 Jaruary 2005.
Y Appointedon1 rem:azorr&zoos.
d Appointed on 2 April X
Retred on 13 July 2004,

Board committees .

The principal committees of the Board are the Audit, Remuneration,
Nomination and Executive Committees. Reflecting the important role
played by theindependent Non-executive Directors in ensuring high
standards of corporate governance, all the Non-executive Directors

are members of the Audit, Remuneration and Nomination Committees.
Each committee has written terms of reference and levels of authority
which have been amended so as to ensure compliance with the revised
Code; these can be viewed onthe Group’s website, www.emigroup.com,
or obtained on request from the Company Secretary. Exceptinthe case
of the Remuneration Committee, minutes of meetings are circulated

to all Directors.

Remuneration Committee )

Therole of the Remuneration Committee, which is chaired by John
Gildersleeve, is described on page 52. It meets at least three times each
year. The Remuneration report on pages 52 to 64 gives information
about the Directors’ remuneration. :

The mainresponsibilities and activities of the other three principal
Committees are as follows:

Audit Committee ’

The Audit Committee is chaired by Kathleen O’Donaovan and comprises
allthe independent Non-executive Directors. The Committee meets four
times each year and its meetings are normally attended by the Executive
Chairman, the Chief Financial Officer, the Group Financial Controlier, the
extemnal auditor and the Head of Internal Audit. In addition, the Company
Secretary & Group General Counsel attends in his capacity as secretary
to the Committee. Separate meetings are held by the Committee with
boththe external auditor (at least twice each year) and the Head of
Internal Audit (at least once each year) without the presence of Executive
Directors or other management. Foliowing each meeting the Committee
Chairman reports to the Board any matter of particularimportance.

The Committee is authorised to investigate any matter withinits terms
of reference and, where necessary, to obtain external legal or other
independent professional advice. The Committee’s responsibilities,
whichit has carried out during the year, include:

» reviewing, and assessing the effectiveness of, the Group’s internal
financial controls together withits internal control and risk
management systems;

making recommendations to the Board with regard to: the
appointment, removal and remuneration of the external auditor;
overseeing the Company’s refations with the external auditor;
monitoring the external auditor's independence and objectivity;
and the effectiveness of the audit process;

reviewing the internal audit plan for the year: monitoring and reviewing
the effectiveness of the internal audit function; ensuring appropriate
co-ordination between internal audit and the external auditor; providing
adequate resources for the internal audit function and ensuring that

it has appropriate standing; and approving the appointment or
termination of appointment of the head of the internal audit function; and,

* reviewing the half-year and annual financial statements with particutar

reference to accounting policies; significant estimates and financial
reporting judgements; and the disclosures made therein.
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Corporate governance

continued

For each year, the Committee adopts a formal programme which

is structured to coincide with key events in the Company’s financiat
reportingcycle. The programme also includes other regular items,

for example: areview of the Committee’s own effectiveness and that

of the internal audit function; a continuing programme of post-investment
reviews; the Company’s policy for the provision of non-audit services

by the external auditor; reviews of material litigation to which the Group

is party; areview of treasury policies and the Group’s main pension plans;
and the review and supervision of the Group’s worldwide ‘whistleblowing’
arrangements. In addition, the Commiittee’s programme during the last
year has included regular reports onthe Group’s preparations for the
implementation of International Financial Reporting Standards and an
assessment of the effectiveness of the Internal Audit Department which
was supported by areview conducted by external consultants.

Eachyear, the Committee reviews the independence and objectivity

of the external auditor with a view to confirming that, inits opinion,

the maintenance of objectivity onthe one hand and value for money
onthe other have been kept appropriately in balance. During the past year
the Committee has reconfirmed its detailed and formal policy regarding
the provision of non-audit services by the external auditor. Services for
which the external auditor may be considered under this policy include
supporting and reporting on financial representations in public
documentation and general advice on accounting and financial reporting
matters. Services for which the external auditor may not be engaged,
without the prior approval of the Audit Committee, include tax planning
advice, employee tax services and consulting services.

Further details of the Committee’s role in relation to the annual
assessment of the Group's internal control framework are set out below.

Nomination Committee

Chaired by John Gildersleeve, the Committee comprises all the
Non-executive Directors and the Chairman. The Committee makes
recommendations to the Board on the appointment of Directors and
the reappointment of Non-executive Directors on the expiry of their
three-year terms of appointment. In addition, the Committee is
responsible for making recommendations to the Board regarding plans
for succession for both Executive and Non-executive Directors.

Aformal process has been adopted by the Committee to make
recommendations on both the appointment of new Directors and the
re-election of existing Directors. This involves an evaluation of the skills,
knowledge and experience of the Board as a whole, consideration

of the need for the progressive refreshing of the Board and agreement
of a description of the role and capabiities required for an anticipated
new appaintment. The selection process is led by the Chairman in close
consultation with the Non-executive Deputy Chairman and all Directors
are offered the opportunity to meet a potential appointee before the
Committee meets to discuss the proposed recommendation.

In addition, the Comumittee reviews the structure, size and composition
of the Board, and oversees the process for reviewing the effectiveness
of the Board and its principal committees as well as the performance
of individual Directors.

The Committee meets at least twice a year and otherwise when required.
During the financial year ended 31 March 2005, the Committee met three
times. Itrecommended: the succession plan for EMI Music Publishing
involving Martin Bandier and Roger Faxon; and the appointment of Martin
Stewart as Chief Financial Officer in succession to Roger Faxon.
Anexternal search agency was engaged in connection with the latter
appointment of a new Director.

50

Executive Committee

Chaired by the Chairman, the Executive Committee also comprises the
chief executive officers of the Company’s two main businesses, together
withthe Chief Financia! Officer. The Committee is responsible for the
approval of acquisitions, divestments, capital expenditure and contractual
commitments below the level that the Board has reserved to itself for
decision, and for certain operational, administrative and other routine matters.

The Committee also regularly reviews and reports tothe Board on the
performance of the Group’s businesses. At least twelve meetings are
held by the Committee each year and senior Group executives frequently
attend by invitation.

Directors’ responsibilities

UK company taw requires the Directors to prepare financial statements
for eachfinancial year which give a true and fair view of the state of affairs
of the Company and the Group, as well as the profit or loss and cashflaws
of the Group for that period. In preparing those financial statements,

the Directors are required to:

« select suitable accounting policies and then apply them consistently;
+ makejudgements and estimates that are reasonable and prudent; and,

+ state whether applicable accounting standards have been followed,
subject to any material departures disclosed and explained inthe
financial statements.

The Directors confirm that they have complied with these requirements
in preparing the financial statements on pages 68 to 96.

The Directors are responsible for keeping proper accounting records
which disclose, withreasonable accuracy at any time, the financial
position of the Group and enable themto ensure that the financial
statements comply with the Companies Act 1985. They are also
responsible for safeguarding the assets of the Group and, hence,

for taking reasonable steps for the prevention and detection of fraud
and other iregularities.

Going concern

The Directors believe that, after making enquiries they consider to be
appropriate, the Group has adequate resources to continue in operational
existence for the foreseeable future. For this reason, they continue

to adopt the going concern basis in preparing the financial statements.

Internal control

The Board is responsible for the Group’s system of internal controls

and for reviewing its effectiveness. The system of internal control is based
onwhat the Board considers to be appropriate to the Group's activities,
to the materiality of the financial and other risks inherent in those activities
and to therelative costs and benefits of implementing specific controls.
Itis designed to manage, rather than eliminate, the risk of failure to achieve
business objectives and, as such, provides reasonable, but not absolute,
assurance against material misstatement and loss.

The full Board meets regularty throughout the year and the matters
specifically reserved for its approval ensure that the Directors maintain
control over significant strategic, financial and compliance matters.

The Group has an established organisational structure with clearly defined
lines of responsibility and reporting. The Board has devolved to executive
management responsibility for implementing and maintaining the Group’s
system of internal control. Each business unit operates in accordance
with policies and procedures applicable to all of the Group’s units.



The Group operates comprehensive annual planning, financial reporting
and forecasting processes. The Board formally approves strategic plans
and annual budgets. The Group’s performance is monitored against
budget on a monthly basis and all significant variances are investigated.
There are defined authorisation procedures inrespect of certain matters
including capital expenditure, investments, the granting of guarantees
and the use of financial instruments. The Audit Committee alsoreceives,
twice yearly, areview of all material litigation undertaken by, or against,
the Group’s companies and considers the associated risks.

The strength of aninternal control systemis dependent on the quality and
integrity of management and staff. Those executives at senior levels are
informed of their responsibilities as to the maintenance of sound systems
of internal control. A routine and Group-wide process, whichrequires key
executives and managers to certify their compliance with the Group’s
policies and procedures, reinforces this integrity.

Theinternal audit function operates as one Group-wide department
which monitors and supports the internal control system and reposts

to both the Audit Committee and the Group’s senior management.

The responsibilities of the internal audit function include recommending
improvements in the control environment and ensuring compliance
with the Group’s policies and procedures, The Audit Committee reviews
the audit plan prepared by the Internal Audit Department.

An ongoing process for identifying, evaluating and managing the
significant risks faced by the Grourp has beenin place for the year
under review and up to the date of this Report. This process is regularly
reviewed by the Audit Committee on behalf of the Board and accords
with the requirements of Internal Control: Guidance for Directors onthe
Combined Code.

During the year to 31 March 2005, significant potential risks facingthe
Group have been assessed and graded in a process managed by the
Group Risk Director and involving line and functional management
throughout the Group. The controls in place to manage or mitigate each
risk were reviewed for adequacy and the processes to monitor and inform
the Board about control performance were confirmed.

This assessment is overseen and supervised by the Group Risk
Management Steering Committee. This Committee is chaired by the
Chief Financial Officer and its members include representatives of the
two operating businesses as well as the heads of relevant central functions.
Theassessment is reviewed by the Audit Committee and is repeated
annually. The risk and control assessment is also shared with senior
management throughout the Group.

TheBoard s aware of the disclosure guidelines on social responsibility
issued by the Association of British Insurers, and an update on social,
ethical and environmental ( SEE')issues is part of the Board's annual
programme. Annual performance in these areas is already monitored
and publicly disclosed through the Group’s Social Responsibility
reporting programme. As part of the annual risk review process and the
presentation of those results to the Board, account is taken of any issues
arising from SEE matters that could cause risk to value; no significant risks
of this nature were identified during the year under review. The visibility
of SEE matters intherisk-capture process has also been enhanced
during the year under review. Appropriate SEE matters are included
inthe induction programme for Non-executive Directors.

The Group has in place a social responsibility policy as well as specific
ethics and environmental policies. A revised ethics policy {Standards
of Business Conduct) was issued in 2004. Compliance with the policy
is monitored by means of self-certification by senior and middle
managementand through checks made by the Internal Audit
Department. A Social Responsibility Report is published in respect

of each financial year and a briefer review of such mattersis included
inthis Annual Report on pages 3810 42.

The Audit Committee receives additional assurance onthe operation
of internal control systems around the Group, primarily from the Internal
Audit Department, which presents the conclusions of its reviews twice

.ayear. The external auditor also takes internal financial control into

consideration as part of its audit. In addition, incidences of control failure
and the internal control implications of significant business issues are
recorded inacentral Control Issues Register, from which a summary
reportis prepared for the Audit Committee. Areportis also prepared

for distribution to senior management throughott the Group and
appropriate actions are taken to rectify any control failures. Any significant
new issues and material changes to the risk environment are reported
atthe next Board meeting.

Investor relations

The Group is committed to regular and open dialogue with investors.
The Chairman and Executive Directors have held, and will continue to
hold, discussions with institutional shareholders and analysts. The senior
independent Non-executive Director is also available to meetinvestors,
if sorequested. In addition, there are general presentations toinvestors
and analysts after the announcement of the half-year and annual results
which are simultaneously webcast. From time to time, more tailored
presentations on specific areas of importance are made.

Individual shareholders have the opportunity to question the Chairman
and other Directors atthe AGM and can meet them informally after the
AGM. Results announcements and other press releases are made
available on the Group's website as soon as possible after their publication.

Actions takento develop an understanding amongst Directors of the
views of major shareholders about the Group include reports to the Board
oninvestor relations. Twice each year, these reports are supplemented

by more detailed reviews by the Senior Vice President, Investor Relations,
supported by the Company’s brokers.
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Remuneration report

forthe year ended 31 March 2005

Remuneration Committee

The Board has delegated to the Remuneration Commiittee the approval

of theremuneration and employment terms of the Executtive Directors
and certain other senior executives.

The Committee comprises the Non-executive Directors, all of whom are
considered to be independent, and its membership during the year was

as follows:

Committee Chairman
John Gildersleeve - Non-executive Deputy Chairman and senior
independent Non-executive Director.

Committee Members

Sly Bailey - Non-executive Director

(since her appointment on2 April 2004).

Harald Einsmann - Non-executive Director
(until his retirement on 13 July 2004).

Peter Georgescu - Non-executive Director
David Londoner - Non-executive Director
Kathleen O’'Donovan - Non-executive Director

Terms of reference
Thekeyterms of reference of the Committee are as follows:

» to provide the policy framework for the remuneration of Executive
Directors, the Company Secretary and other senior executive and
operational management (currently approximately 100 individuals
intotal);

subjectto the policy framework and the Code, to reviewin detail
and approve all aspects of the terms and conditions of employment
of each Executive Director and the Company Secretary, includin
their incentive arrangements, pension rights and any compensation
payments;

to review and approve the base salaries of the most senior
direct-line reports to the Executive Directors, together with their
remuneration packages, incentive arrangements, pensionrights
and any compensation payments;

to determine targets for any performance-related incentive
arrangements operated by the Company;

to ensure the effective administration of any other long-term
or share-based remuneration arrangements for employees;

to ensure that regulations and codes on the disclosure
of remuneration are adhered to by the Group; and,

* toreview major changes in Group employee benefit structures.

The Committee is also authorised, where necessary, to obtain external
independent professional advice.
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The fullterms of reference of the Committee can be obtained on request
from the Company Secretary and are set out on the Company’s websxte :
at www.emigroup.com.

Attendance at meetings and advisers

During the year, the Committee continued to use New Bridge Street
Consultants LLP which it appointed as its adviser. This firn has provided
material advice tothe Committee to assist it in developing and monitoring
policies for remunerating senior employees throughout the Group.

The major areas for advice were Executive Directors’ remuneration,
determining competitive levels and forms of pay for Executive Directors
and senior executives, reviewing incentive arangements for that group,
reviewing all share-based and long-term incentive plans and advising

the Committee of developments and best practices for remuneration

and applicable corporate governance requirements. New Bridge Street
Consultants LLP has not, during the year, provided any other services

to the Group. Theletter of appointment in respect of New Bridge Street
Consultants LLP can be viewed on the Group's website,
www.emigroup.com, or obtained on request from the Comparty Secretary.

The Committee schedules three meetings during each year but also holds
additional meetings as and when matenal matters arise for discussion.
During the last financial year, the Committee met onsix occasions.

Only Committee members are entitled to attend meetings of the
Committee as of right, although the Executive Chairman (the *Chairman),
the Human Resources executive charged with supporting the Committee
(Carol Separavich as Vice President, Rewards Management) together
withthe Company Secretary & Group General Counsel (in his capacity

as Committee Secretary) are generally invited to attend so as to assist and
advise the Committee on matters under consideration. Other executives
may beinvited to attend in respect of specific issues where their guidance
may be of assistance to the Committee. Inthis regard, during the last
financial year the Chaimman & Chief Executive Officer of EMIMusic (CEO
EMIMusic’) and the Vice Chairman, EMI Music attended two meetmgs
and one meeting, respectively, to provide material assistance and advice
withregard to their division. None of these attendees participated in any
discussion relating to his or her own remuneration.

Inmonitoring the level and mix of remuneration packages, the Committee
has accessto a number of music and generalindustry remuneration
surveys, covering both local and international data. The Commiittee takes
into account factors such asthe nature, size, complexity and international
profile of the surveyed companies relative to EMY; it also seeks such
specific advice from external consultants as it considers appropriate.



Policy statement on Directors’ remuneration

Background

The Committee recognises that, as a major UK-listed company, EM
should comply with the highest standards of corporate governance
and, whereveritis appropriate to do so having regard to the wider
interests of shareholders, UK remuneration best practices. Accordingly,
the Committee periodically reviews the Group's remuneration practices
against such standards and practices while recognising that the
achievement of success in the highly competitive worldwide music
market depends critically upon the Group’s ability to compete for the
management talent necessary to secure, develop and promote
successful recording artists, composers and songwriters. The Group’s
remuneration policies, therefore, will continue to reflect the needto
attract, retain and motivate top-calibre international managementinthe
context of remuneration levels and practices in the international music
and entertainment industry, many of which are setinthe US, the
indigenous repertoire of which, in the year ended 31 March 2005,
amounted to 46.7% of worldwide record sales.

The Group’s remuneration policies alsorecognise that the music
publishing and recorded music businesses operate in distinct market
places. The level and form of remuneration will continue to be tailored
to the different market places in which the Group competes and

to recognise theimportance of creative talent to the overall success
of the Group.

Theremuneration packages of the Executive Directors have been
designed to help them attain, and encourage them to retain, long-term
interests in EMI's shares, and thereby align their interests with those

of shareholders. Performance-related elements, in the form of annua!
bonuses and share-based long-termincentives, represent a significant
proportion of the total annual remuneration opportunity, typically
providing at least two-thirds of potential remuneration for the
achievement of stretching performance targets.

Overview

The Group revised certain aspects of its remuneration poficies during
2003. Notably, the introduction of the Executive Share Incentive Plan
(ESIPwas approved by shareholders at the 2003 Annual General
Meeting. Revisions were also made to certain Executive Directors’
service contracts to bring them into line with developments in best
practice. The Committee considers it appropriate to apply the same
policies in 2005 and, therefore, has made no changes to the general
policy reported in the Annual Reports for the last two years.

Remuneration arrangements for Alain Levy

Asreported last year, following consultation with major shareholders,
the service contract of Alain Levy, CEO EMIMusic, was amended as
from 1 April 2004. The revised arrangements were designed to secure
Mr Levy’s services for EMIuntil at least March 2009 and are as follows:

» base salarywas increasedto £1.0m pa;

+ the annual bonus opportunity was increased from two times salary
to three times salary, by adding to the operating margin criterion
afurther potential one times salary opportunity by reference to turnover
performance relative to the recorded music market (with nothing
payable for below-market levels of turnover performance and
increasing on a sliding scale): and,

+ asoriginally contemplated whenthe ESIP was introduced, Mr Levy will
not receive any share awards under that scheme until May 2006. Itis
envisaged that he will then participate on a comparable basis to other
Executive Directors, with any awards being on the same basis (interms
of performance criteria, etc) but with awards based on a higher multiple
of salary. Itis currently intended that Mr Levy would receive annual
grants of options over shares worth three times base salary and awards
of pesformance shares worth one and a half times salary each year
compared with, currently, twotimes salary and one times salary,
respectively, for the Chairman and for the CFO.

The amended contract also contains two other changes from the
previous agreemnent, namely, the enhancement of severance following

a change of control (from 12 to 24 months) has been removed and, should
Mr Levy wishto resign, the notice required from him has beenincreased
fromsixto 12 months.

The Board and the Committee remain committed to a high proportion
of the total earning opportunity being performance-dependent and ont
paying bonuses where stretching performance criteria have been satisfied.

Remuneration arangements for Martin Stewart

Martin Stewart joined EM! on 5 January 2005 and became a Director

on 1 February 2005 when he took up the appointment of CFO. Inorder
to secure his appointment, the Committee agreed to the provision of
abase salary of £525,000 pa. The first review of this salary will take effect
from 1 July 2006. i

For the period from 5 January to 31 March 2005, Mr Stewart was eligible
for a discretionary pro-rata bonus, based onthe rules of the Company’s
Executive Incentive Plan { EIP?). Commencing from 1 April 2005, Mr
Stewart will participate in the EIP, with his maximum annual bonus
entittement being 100% of his efigible base salary but with no entitlement
to any guaranteed level of bonus.

On commencement of his employment, Mr Stewartreceived the
following awards under the rules of the ESIP in respect of the period
to 31 March 2006:

- aninitial option grant over 519,116 shares with an exercise price
of 252.833p per share; and,

» aninitial performance share award over 259,558 shares.

Annual grants and awards will be made to Mr Stewart in accordance with
the rules of the ESIP in each subsequent year starting with 2008, for which
there will be no guaranteed awards. Such grants and awards will be made
in accordance with the Committee’s policy at the relevant grant date.

Extended contract and revised remuneration amangements

for Martin Bandier

The employment agreement of Martin Bandier, CEQ EMI Music
Publishing, was extended and revised as of 1 February 2005. The revised
arrangements are designed to secure Mr Bandier s services as full-time
Chairman of EMI Music Publishing until 31 March 2008, as wellas
securing an orderly succession plan for that business. From 1 April 2006
to 31 March 2007, Mr Bandier will become joint Chief Executive Officer
of EMI Music Publishing with Roger Faxon. As of 1 April 2007, Mr Bandier
will cease to be joint Chief Executive Officer but will remain as full-time
Chairman until 31 March 2008. Thereafter, Mr Bandier will act as

a consultantto EMI Music Publishing for a further three years.

Mr Bandier will cease to be a Director of the Company on 31 March 2006.
Untit his retirement as a Director, Mr Bandier’s base salary will continue
atits current level of US$3,331,635 pa and his annual performance bonus
attarget and maximum performance will continue to be 50% and 80%

of base salary, respectively. The one-off long-term incentive arrangements
for Mr Bandier, referred to in previous annual reports and set outinthe
tables accompanying this report, will continue in place for the period to

31 March 2006. From 1 April 2006, when Mr Bandier becomes joint Chief
Executive Officer with Roger Faxon, his base salary will reduce to
1S%$1,800,000 and his annual performance bonus at maximum
performance willincrease from 80% to 100% of base salary.

The Committee believes that these changes, which are designedto
secure an orderly successionto the leadership of EMI Music Publishing,
as well as the benefit of Mr Bandiers continued advice and assistance
to the business thereafter, are appropriate.
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Remunerationreport

continued

Basé salary
The Group believes pay should be closely linked to performance.

Base salary levels are determined by the Commiittee having regard tothe
experience and performance of the individual executive, the performance
of the Group as a whole over the preceding year, data regarding external
salary levels for comparable positions, intemal relativities and wage
inflation elsewhere in the Group. The Committee seeks to ensure that, in
respect of industry-specific roles, base salaries are generally set no higher
than the median for the music industry and, in the case of non-operational
roles, has appropriate regard to general industry data.

Recognising the requirements of good corporate governance and a
desire to constrain fixed costs to the advantage of all shareholders, base
salaries for certain operating executives, most notably (and even after
the revisions to his arrangements) for the CEO EMI Music, have been
kept below industry market levels. Inthese instances, in order to defiver
competitive overall levels of pay, the balance of the overall remuneration
is weighted more significantly towards long-term incentives than is the
case with EMI's major competitors.

The base salaries of each Executive Director on 31 March 2005 were
asfollows:

E L Nicoli £721,500 pa
MNBandier ~ US$3,191.220pa
AMJlLevy £1,000,000 pa
MD Stewart £525.000 pa

Salaries are revised annually with any increases generally taking effect
on 1 April, for Mr Levy and Mr Bandier, and 1 July for Mr Nicoliand

Mr Stewart. Other than Mr Levy and Mr Stewart, the Executive Directors
received anincrease inthe range of 3% to 4.5% in 2004 whichwas
consistent with the overallincrease for other executives and staff,

Mr Stewart’s first review will take effect from 1 July 2006.

Annual bonus

Annual bonus opportunities for Executive Directors remain at the same
levels as last year, For the Chairman and the CFO, the maximum bonus
opportunity is 100% of base salary, whilst that for the CEO EMIMusicis
300% of base salary. Inthe case of the CEO EMI Music Publishing, the
maximum bonus opportunity remains at 80% of base salary, with 50%
borws attarget performance. These bonus opportunities are paid in cash
followingthe approval of the accounts for the relevant year.

The performance criteria are tailored to individual positions and to ensure
that bonuses are appropriate in all the circumstances. Subjecttothe
Committee’s discretion and within the limits described above, bonuses
are determined as follows:

« for the Chairman and the CFO, two thirds of the bonus opportunity
is earned by reference to the attainment of stretching financial targets,
split equally between pre-set profit and cashflow targets for the Group,
with the remaining one third being determined by reference to
strategic objectives seton a ‘balanced-scorecard’ basis;

« the annual bonus for the CEO EMI Music Publishing is based on pre-set
targetsrelating to the division’s economic profit {ie taking into account
the value of the investment inthe business) from year to year, reflecting
EMIMusic Publishing’s objective of achieving sustained profit growth
while providing an adequate return on invested assets; and,

« since 1 Aprit 2004, the annua! bonus for the CEO EMI Music has been
calculated so that twothirds of his opportunity is measured by reference
to pre-set operating profit margins, with the other third determined by
the division’s sales performance relative to the recorded music market.
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The Committee’s policy is not to pay transaction-related bonuses. Details
of the bonuses achieved during the year by individual Executive Directors
are set out on page 60.

Long-term incentive arrangements

Of the Executive Directors, the Chairman and the CFO currently participate
inthe ESIR ltis anticipated that both the CEO EMIMusic and Martin
Bandier, as the then joint CEO EMI Music Publishing, will participate inthe
ESIP asfrom 1 April 2006.

Under the terms of the ESIP, regular annual awards of both share options
and performance shares are made, with awards vesting after a fixed
three-year period subject to the achieverment of demanding pre-vesting
performance conditions.

The Committee determined that, for the first award made under the ESIP
in 2003, options over shares worth two times base safary should be
awarded, together with an award of performance shares worth one times
base salary. This policy was implemented by the Committee throughout
the last financial year and the Committee intends to continue to apply it
inthe current financial year. However, the mix of options and performance
shares remains under review and may vary from year to year.

One third of the number of share options granted may be exercised if
adjusted (ie normalised) earnings per share (EPS?) growth, over the three
years following grant {with no retesting opportunities), exceeds an
average of the increase inthe Retail Pnces Index {RPY') plus 3% pa;

two thirds of the number of share options granted may be exercised

if normalised EPS growth exceeds an average of RP1 plus 5% pa;

and all share options granted may be exercised if nomalised EPS growth
exceeds an average of RPI plus 795 pa (with straight-line interpolation
between the points). Tothe extent that thetargets have not been fully
satisfied, options will lapse.

Performance share awards vest by reference tothe Company’s relative
Total Shareholder Return (TSR] performance over afixed three-year
period (with no retesting opportunities). TSR is a measure of the retumn to
ashareholder (interms of share price appreciation, assuming reinvestment
of any dividends) over a fixed period. 25% of the shares subject to an
award will vest if the Company’s TSR, relative to the companies inthe
FTSE Mid-250 Index (excluding investment trusts) as at the date of award,
is at least at the median of that group. This will increase, on a straight-line
basis, tofull vesting if the Company's TSRis at least at the upper quintile
(ie within the highest 20%) of that group. The share price used for
calculating both the opening and closing TSR of the Company and each
company inthe comparator group for the three-year period will be
assessed using three-month average figures. In addition to satisfying

the TSR performance condition, awards will only vest to the extent that
the Committee considers that the Company’s TSR performance reflects
the underlying performance of the Company over the period.

TheEPSand TSR ta%ets, which were selected following extensive
discussions with the Company’s leading institutional shareholders

and whichreceived the support of an overwhelming majority of those
shareholders, are considered to be both demanding and stretching over
the medium termin fight of the prevailing business climate.

The EPS growth targets were chosen because profit growth (as measured
through EPS)is cumently a key objective within the Group and is
considered to be the most appropriate measure of financial performance.



The FTSE Mid-250 Index was chosen as the TSR comparator group as
there have been no, or insufficient, similarly sized independently quoted -
music companies to provide a more bespoke comparator group and,
therefore, it was felt appropriate to compare the performance of EM1

with the constituents of the FTSE Mid-250 Index on the basis that, from
aninvestor perspective, shareholders have the choice of investing in EMI
as compared with other UK-quoted companies of a similar size. If the
Company becomes a constituent of the FTSE 100, the constituents

of that Index would be used for subsequent grants.

In allthe circumstances, the Committee considers these two measures,
takentogether, to bethe most appropriate method of assessing the
success of EMI over the medium term and, accordingly, considers them
to be appropriate performance conditions. The Committee reviews these
targets each year, prior to awards being made, to determine whether they
remain appropriate.

The EPS measureis fully diluted EPS adjusted to take account of
exceptional items and excluding amortisation. EMI’s performance against
the EPS and TSR targets will be monitored by the Committee, which will
assess the extent towhich the targets have been achieved. The EPS
calculations will be verified by the Company’s external auditor while the
TSR calculations will be undertaken by New Bridge Street Consultants
LLP. The Committee is conscious that the basis for calculating EPS is
changingin light of the move from UK GAAP to Intemational Accounting
Standards and will ensure that any EPS performance conditions are
measured ona consistent basis and as originally intended.

The Committee also confirms that the Company has at alitimes complied
withthe share dilution limits as previously agreed with shareholders.

As reported in previous years, the CEO EMIMusic Publishing and the
CEO EMI Music had one-off Ion?-term incentive arrangements covering,
inMrBandier’s case, the period from April 2001 to 31 March 2006 and,

in Mr Levy's case, the penod from October 2007 to 31 March 2006. These
arrangements are summarised in footnotes (b), (c) and (d) on page 63

and footnote (e) on page 64, respectively. Neither Mr Bandier nor

Mr Levy will participate in the ESIP for the duration of these one-off
arrangements. As part of the amendments to their service agreements,
both Mr Levy and Mr Bandier will participate in the ESIP from 1 April 2006.

AllUK-based Executive Directors are entitied to participate in the Group-
wide ShareSave scheme onthe same terms as other UK-based Group
employees. Shareholder consent was obtained at the 2004 AGM for the
renewal of the ShareSave scheme and also to introduce another
tax-sponsored all-employee plan, the Share Incentive Plan (SIP?).

The operation of these plans will be at the discretion of the Committee,
although Executive Directors will be eligible to participate on the same
basis as other staff. No grants under the SIP were made during the year.

Details of the awards granted to Executive Directors under the ESIP and
the ShareSave scheme are contained inthe section on Current long-term
incentive schemes on page 62. Details of share options and other share
awards granted in previous years inaccordance with the schemes then
applying and the performance critefia attaching to those grants are
contained in the section on Closed long-termincentive schemes on
pages63and64. -

Benelits inkind

Benefits and perquisites are based on general industry practice and
typically include a car or car allowance together with life assurance,

retirement, disability and healthcare plans. Further details are setout
onpage 60.

Pension arangements

For UK-based Executive Directors, the policy is to provide pension
benefits through a “final salary’ arrangement with an accrual rate of 1/30th.
Where possible, this is achieved through the Group’s Infand Revenue-
approved occupational pension scheme. Exceptinthe case of the CFO,
anunapproved defined contribution scheme is utilised to provide benefits
on salaries above the Inland Revenue-imposed earnings cap, with the
level of contribution being set by reference to an actuarial assessment

of the value of a 1/30th arrangement. Benefits are based on base salaries
only and specifically exclude bonuses. For the CFO, a pension allowance
is provided, initially at the rate of 40% of annual eamings above the
earnings cap but increasing by 1% per year until itreaches 50% of annual
eamings abovethe cap.

For the US-based CEO EMI Music Publishing, the Group’s retirement

plan contributions are made with respect to both salary and annual
bonus, consistent with normal practice in the US and the Group’s benefit
arrangements for all US employees.

The Committeeis currently reviewing the impact of the changes to

the tax treatment of UK pensions due to take effectin April 2006. ttis
not envisaged that the Company will meet any additional tax liabilities
of executives and the review should, therefore, not resultinanincrease
in overall costto the Company.
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Directors’ service contracts
The Coderecommends that notice or contract periods should be set
atone year orless. Itis the Group’s policy to achieve that, where possible.

The Committee endorses the principle of mitigation of loss on early
termination of a service contract and recognises the advantage of service
contractsincluding an explicit calculation, subject to mitigation, of
compensation payable upon early termination, other than for misconduct
or inother circumstances justifying summary termination. The
Committee’s policy is that such compensation should generally be
calculated by reference to base salary, annual bonus at target level and
other benefits, including pension contributions, for the notice period or
unexpired term of the service contract. The contract should alsoinclude
anexplicit obligation to mitigate and to offset eamings from alternative
employment undertaken during the notice period or unexpired term

of the contract against all or part of the compensation payment.

However, the Committee is conscious that fixed-term contracts

of three or more years are common for senior executives in the global
entertainment industry and such agreements often include no (or only
alimited) obligation to mitigate. The Committee, therefore, considers that
itisinthe bestinterests of EMI andits shareholders toretain the flexibility
to compete for top executive talent, where necessary, through the ability
to offer contract terms in excess of one year. However, as an alternative,
the Committee may agree compensation payments calculated without
mitigation in order to limit contract terms or notice periods to one year.

Chairman and CFO - Eric Nicolland Martin Stewart

The service contracts of Mr Nicoli and Mr Stewart, dated 11 April 2003
and 5 January 2005, respectively, are terminable by the Company onone
year's notice.

Inthe case of gross misconduct or other circumstances justifying
summary dismissal, the Company may terminate their service contracts
without payment of compensation. Termination by the Company in other
circumstances, without the required notice being given, entitles the
departing executive to compensation, calculated on:

- histhenbase annual salary (currently £721,500 pa for Mr Nicoli
and £525,000 pa for Mr Stewart) for one year; plus,

» thevalue of retirement benefits and either the continued enjoyment of,
or the value of, benefits in kind provided to him for one year (the accrued
value of such retirement contributions and the benefits in kind would
have been £408,298 for Mr Nicoli and approximately £218,004 onan
annualised basis for Mr Stewart had either one of them been dismissed
on 31 March 2005); plus,

* asuminrespect of his lost annual bonus opportunity, being 50% of his
maximum bonus for the period from the date of his departure tothe end
of the contractual notice period.

Their entittement to such compensation s subject to both aduty to
mitigate and. also, offset for any earnings which they derive from other
employment during the unworked part of the notice period for which they
have been compensated.
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CEO EMIMusic - Alain Levy

Mr Levy’s service contract, which commenced on 15 October 2001
and was amended as of 1 April 2004, allows the Company to terminate
his employment at any time without notice. If termination)s for cause
(as defined inthe contract), no compensation is payable. If termination
is without cause, or Mr Levy terminates the agreement for good reason
(for example, breach by EMI), he is entitled to a lump-sum severance
payment based onone year's pay, calculated using:

» his then base annual salary (currently £1,032,000 pa); plus,

+ the value of retircement benefits and either the continued enjoyment
of, or the value of, benefits in kind provided to him (the accrued value
of suchretirement contributions and the benefits in kind would have
been £529,661 had he been dismissed on 31 March 2005); plus,

» the average annual bonus eared by him over the last three financial
years (730,474 inrespect of years ended on or before 31 March 2005).

Mr Levy accepted a basic contract term of one year, whichis significantly
less than competitive music industry practice, as well as a base salary and
potential cash bonus at levels lower than those for cquivalent positions in
other major record companies. Inrecognition of this, there is no obligation
onMr Levy to mitigate or to offset against the compensation payment any
earnings from alternative employment following termination.

CEO EMIMusic Publishing - Martin Bandier

Mr Bandier's employment agreement, dated as of 1 February 2005,

is with a Group subsidiary in the US and is governed by New York state
law. This agreement extends Mr Bandier's employment beyond 31 March
2006, whichwas the term date for the prior employment agreement
between the same parties dated as of 1 April 2001. However, Mr Bandier
will cease to be a Director of the Company on 31 March 2006. The
contract allows the employing company to terminate his employment

at any time without notice. If termination is for cause, no compensation

is payable. If termination is without cause, or Mr Bandier terminates the
contract for good reason, he is entitied to compensation based ontwo
?(ears' salary and benefits. The Committee considers that these terms

or Mr Bandier are appropriate in view of competitive practice inthe US,
where heisresident and where EMI Music Publishingis headquartered, and
the fact that the service contract is intended to secure his services until age
69. Additionally, following a change of control of the Company, Mr Bandier
is entitled to terminate his service contract after a one-year transitional
period and to receive a compensation payment as described below.

Where compensationis pa'yable inrespect of termination of Mr Bandier's
service contract, itis specified to be the aggregate of:

» his then base annual salary (currently US$3,331,635 but reducing
to US$1,800,000 as of 1 April 2006) for the succeeding two years: plus,

« continuation for two years of medical and dental benefits and retirement
plan contributions (the accrued value of such retirement contributions
and medical and dental benefits for the year ended 31 March 2005
would have been US$1,982,551 if his employment had been
terminated onthat date); plus,

= asuminrespect of lost annual bonus opportunity namely, 50% of
annual base salary for each of the succeeding two years.

While, reflecting competitive music industry practice, there is no
obligation on Mr Bandier to mitigate, the continuation of salary and bonus
for 12 months after termination is subject to offsetinrespect of salary

and bonus earned by Mr Bandier from a subsequent employerinthe

12 months following termination; and the continuation of benefitsis also
offset tothe extent of similar benefits provided by the subsequent employer.



Roger Faxon
Roger Faxon ceased to be a Director on 31 January 2005 but continues
to be employed by EMI Music Publishing.

Mr Faxon’s service agreement, dated as of 1 April 2003, allowed EMI

to terminate the contract at any time without notice with a specified
severance payment calculated onthe same basis as if he were entitled to
one year's notice. Inthe case of gross misconduct or other circumstances
Jjustifying summary dismissal, the Company could terminate his service
contract without payment of compensation. Termination by the Company
inother circumstances, without the required notice being given, entitled
him to lump-sum compensation, calculated on:

« histhenbase annual salary (US$812,500 pa) for one year; plus,

« the value of retirement benefits and either the continued enjoyment of,
or the value of, benefits in kind provided to him for one year (the accrued
value of such retrement contributions and the benefits inkind would
have been US$407,839 had he been dismissed on 31 January 2005); plus,

« asuminrespect of lost annual bonus opportunity, being 50% of his
maximum bonus for the period from the commencement of the
financial yearin which he departedto the end of the contractual notice
period.

Inthe light of competitive music industry practice, and in recognition of
Mr Faxon's agreement, when he was promoted to CFQ, toreduce his basic
contract term from two years to one year, there was no obligation on him
to mitigate, or to offset against the compensation payment any earnings
from alternative employment during the year following termination.
However, the Company’s obligation to continue to provide insurance
benefits would cease to the extent that similar benefits were provided

by another employer following termination.

As Mr Faxon remained employed within the Group, on his ceasingtobea
Director, no amount was paid to him by way of compensation for loss of
office or under the provisions of his service contract as set out above.

Non-executive Directors

Non-executive Directors do not participate inthe Group’s bonus scheme
or long-term incentive plans and are not eligible for membership of any
of the Group’s pension plans. Their fees are payable wholly in cash.

In view of the greater responsibtlities of Non-executive Directors under the
Combined Code together with their strategic contribution and increased
time commitment, annual fees of £50,000 per annum have been paid
since 1 January 2004. These fees will be reviewed every two years with
the next review date being due on 1 January 2006. John Gildersleeve,
the Deputy Chairman and senior independent Non-executive Director,
receives an additional £40,000 per annum, reflecting his larger role

and his chairmanship of the Remuneration and Nomination Committees.
Kathleen O’Donovanreceives an additional £10,000 per annum for
chairing the Audit Comimittee. No other additional fees are payable

for membership of Committees or otherwise.

The Non-executive Directors have letters of appointment fromthe
Company which are available for inspection at the Company’s registered
office or onrequest and are also provided onthe Company’s website at
www.emigroup.com. Each Non-executive Director is appointed for a
specified term of aninitial period to the next AGM after appointment and,
subject to election at that Meeting, for a further period ending at the third
AGM held thereafter. Subsequent reappeintment is subject to
endorsement by the Board and tore-election by the shareholders. Each
Non-executive Director’s date of appointment as a Director and his or her
mostrecent date of re-election at an AGMis shown below:

Cateof
appointment asa Dataof Dateo!
on-exeative letter of last election of
Director 3ppoimtment _re-election at AGM
J Gildersleeve 28.2.04 25.4.05 13.7.04
S Bailey 2.4.04 25.4.05 13.7.04
P A Georgescu 1.9.02 25.4.05 9.7.03
D J Londoner 13.5.03 254.05 9.7.03
K AO’Donovan 21.11.97 25.4.05 13.7.04

Their appointments may be terminated at any time or in the event that
they are not elected or re-elected by shareholders in accordance with the
Company’s Articles of Association. On termination, a Non-executive
Director is entitled to any accrued but unpaid Directors’ fees, but not

to any other compensation. The new Articles, if adopted, provide that

a Director will retire, if so agreed, earlier than three years from the date

of last reappointment and also, if agreed, will not stand for re-election.
This will ensure that the Company can, where appropriate, reappoint
Non-executive Directors for periods which reflect corporate governance
guidelines and that there will be consistency betweenthe terms

of appointment and the relevant provisions of the Articles.
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Total shareholder return performance graphs

Under the Directors’ Remuneration Report Regulations 2002, UK-listed
companies arerequired to include a graph indicating their TSR (ie share
price growth assuming reinvestment of any dividends) performance over
the last five years relative to a recognised equity index. Consistent with
the approach adopted last year, inthe absence of suitable comparators,
the Committee has again elected to show EMI’s performancerelated to
the FTSE Mid-250 Index. The FTSE Mid-250 Index {excluding investment
trusts) was the comparator group for the TSR performance condition

for last year's awards undes the ESIP and will continue to be so for this

Policy on outside appointments

Executive Directors are permitted to take external appointments as
non-executive directors but usually only one such appointment may

be with another publicly quoted company. The remuneration from such
appointments is retained by the Director and the table below sets out
such amounts for the year ended 31 March 2005. All appointments must
be approved by the Board to ensure that they do not give rise to any
conflicts of interest. ’

and subsequent years unless the Company re-enters the FTSE 100. N pary Feesrecelved
Executive Directors:
Jotal shareholder return E L Nicoli The Tussauds Group Ltd 55,002
o M N Bandier National Music Publishers’ Association 1,297
Vobar AMJltevy Schroder Venture Partners LLC 6,757
MD Stewart? - -
L Former Executive Director:
& RCFaxon® - : -
i 4
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Additionally, this year the Committee is including the equivalent graph
as against the FTSE All-Share Media & Entertainment Sector Index.
This illustrates the volatility of the various indices particularly as, at the
beginning of the five-year period, UK media stocks were at a relative
peak as compared to other sectors. :

Total shareholder return
Source: Thompson Financial
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The graphs above look at the value, at the end of March 2005, of £100
invested in EMI Group plc on 31 March 2000 compared withthe value
of £100 invested inthe FTSE Mid-250 and FTSE All-Share Media &
Entertainment Sector Indices. The other points plottedinthe graphs are
the values atintervening financial year ends.
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2 Appointed as a Director on 1 February 2005.
b Resigned a5 a Director on 31 January 2005.

Share ownership guidelines

The Committee has adopted a formal policy that requires Executive
Directors to hold shares in EMIworth atleast two times their respective
salaries. Executive Directors are required to build up this shareholdin

by retaining shares with a value of at least 25% of the after-tax gain ansing
on the maturity of any long-termincentive awards.

Pensions

The UK-based Executive Directors are executive members of the EMI
Group Pension Fund which provides them, on normal retirement at age
60, with a pension of between 1/60th and 1/30th of the earnings cap
for each year of membership, depending upon benefits built up prior
to joining the Company. Members contribute 4% of the cap. Ondeath,
there is a spouse’s pension of two thirds of the member’s pension
(ignoring the impact of any exchange of pension for alump sumon
retirement), plus child allowances if applicable. An early retirement
Pension may be paid on leaving but the pensionis reduced by /3%

or eachmonththat pension starts earfier thanage 60. Subjecttothe
Company's {or, inthe case of Executive Directors, the Committee’s)
consent, the reduction applied may be less.

~ ansfer values are calculated on a basis that assumes the pensionwould
3drawn at the earliest date where no reduction would apply and with
lowance for future pension increases (both before and after pension
ymmences)to reflect the past practice of grantingincreases greater .
anthose guaranteed. :

2nsions in payment are subject to annual increases at the lower of the
crease inthe RPlinthe previous year and 5%. As all of the UK-based
«ecutive Directors joined the Company after 5 April 1997, thereis no
uaranteed Minimum Pension (GMP’) element included in their
2nsions. (The GMP is that part of the pension which replaces State
rnings-Related Pension.)

1etable below sets out the transfer value at 31 March 2005 of each
<ecutive Director’s accrued deferred pension at that date as well as the
covement in that transfer value over the period. The transfer values are
ibilities of the EMI Group Pension Fund and reflect both the age of the
<ecutive Director and his length of service and membership of the Fund.



ncreasein Increasein
_ accured Directors’ mlgg)a‘g
Ageat Accrued pension® ]ueyea«d#em Transfer value of accnued pession® con duing  netol Directors’
31305 ar31.3.05 at1.4.04 nflation? a31.3.08 at1.4.04 the year contributions
Years £] fpa £pa £ £ £ £pa

Executive Directors:
E L Nicoli 54 10,058 8,112 1,695 160,783 122,117 4,080 34,586
AMJlitevy 58 5,808 3,087 1.697 115,851 74,275 4,080 37,496
MD Stewart® 11 567 - - 4,059 - 680 3,379

2 The accrued pensions are the amounts which would be paid f the Director left service at the refevant date.

D The ransfer valies have been calaeted in accordance with guidance note GN11 published by the Institute of Actuaries and Faculty of Actuaries.

© Appointed as a Director on 1 February 2005,

The earnings cap (as defined in the Finance Act 1989) limits salary

for pension purposes to £105,600 from 6 April 2005 (2004: £102,000).
Therefore, as described above and except in the case of the CFO,

the Company makes contributions to a separate defined contribution
planthat provides additional benefitsto those affected by the cap.
Theafter-tax value of contributions, expressed as a percentage of base
salary in excess of the cap, which the Company paid tothe defined
contribution planinrespect of Executive Directors, was:

E L Nicoli
AM.JILevy

33.42%
30.00%

Money purchase contributions inthe year to 31 March 2005

The CFOreceives a pension allowance, as described on page 55 and,
therefore, does not participate in the defined contribution ptan. This
allowance amounted to £28,200 for the period from 1 February 2005
(the date hejoined the Board) to 31 March 2005 and is included in
‘Benefits’ inthe table on page 60.

rURBSz Tax compmsaﬂorg Totatl
Executive Directors:
E L Nicolk 205,533 142,828 348,361
AMJILevy 269,400 187,210 456,610
MD Stewartd - - -

; Funded tnapproved retiremert benefits scheme.
Appointed as 3 Director on 1 February 2005.

These contributions are set at levels which, based on actuanial advice,
are likely to deliver comparable benefits to the capped final salary
element.

Thetable below sets out the contributions made to US money purchase
pension arrangements in respect of the two US-based Executive
Directors who served during the year.

Conurbutions by Group Convibutions by Director Total
%, uss % Uss uss
Executive Director: )
M N Bandier 33.4% of pay? 1,905.27M 13% of pay? 741,572 2,646,843
Former Executive Director:
R CFaxon? 50% of base salary 347,634 13.8% of base salary 95,947 443,581

;Consislen(wilhus practice, pay for this purpose inchudes the value of annual cash bonuses,
Resigned as 2 Director on 31 January 2005.

There were no retirement benefits paid to former Directors in excess
of those to which they became entitled when such benefits first became
payable to suchformer Directors.

Compensationto former Directors not previously reported

There were no compensation payments or other awards made to former
Directors. As referred to above, Roger Faxon continues as anemployee
of EMI Music Pubtishing following his resignation as a Director and has
received no compensation for oss of office.

Payments to third parties for makingthe Directors’ services
available

No payments have been made tothird parties for making any Director’s
services available to the Company.

As required by the Directors’ Remuneration Report Regulations,
those items fromthe “Pensions™ heading onpage 58 to page 64
inclusive have been subject to audit.

By Order of the Board
JohnGildersleeve
Deputy Chairman

20 May 2005
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Remuneration details

Annual remuneration’
Base  Compensation e 2005 2004
salary for loss S Incentive _ Total  Towl
or fees of ploy t E P remuneration mlear myear
£000 £'000 £000 £'000 £'000 £000 £000
Executive Directors: .
E L Nicoli 716.2 - - 46.69 3728 1,135.6 1,378.5
M N Bandier 1,725.0 - - 41.8 1,379.9 3,146.7 3,3184
AMJlLevy 1,000.0 - - 53.7 997.0 2,050.7 1,595.8
M D Stewart (appointed 1.2.05) 87.5 - - 32.6¢ 51.0 1711 -
Non-executive Directors:
J Gildersleeve 90.0 - - - - 90.0 15
S Bailey (appointed 2.4.04) 49.9 - - - - 49.9 -
P AGeorgescu 50.0 - - - - 50.0 353
D J Londoner 50.0 - - - - 50.0 354
KA O’'Donovan 60.0 - - - - 60.0 46.5
Former Executive Director:
R C Faxon {resigned 31.1.05) 375.8 - - 286.3' 170.2 832.3 885.7
Former Non-executive Director:
H Einsmann {retired 13.7.04) 14.2 - - - - 14.2 39.5
Total 2005 4,218.6 - - 461.0 2,970.9 7,650.5 -
Total 2004 3,899.6 - - 2229 3,280.1 - 7,402.6

2 Exchudes retrement contributions (see table on page 59) and the value of share awards ceasing to be contingent, as reported in the table shown below.
®The nature of the non-cash benefits provided to Executive Directors who held office during the year is as follows:

E L Nicoli: -provision of a Company car plus use of a Company pool car and driver until 28 February 2005 and, since 1 March 2005,
acar allowance plus use of a Company pool car and driver;
-private heakhcare; and,
-personal accident insurance.

"MNBandier:  -acar allowance of US$36,000 pa; and,
-participation inthe Group’s US executive medical plan, life, heatth (hospital, major medical and dental) and accident insurance.

AMJlLevy: -useofaCompan {car and driver;
i -private heanhcarg;gon?ﬂ,
-personal accident insurance,

MDStewart: -acarallowance plus use of a Col | car and driver;
-private healthcare; and, rpany pec
-personal accident insurance.

RCFaxon:  -acart allowance of US$25,000 pa;

-ﬁgnicipau'on inthe Group's US executive medical plan, life, health (hospital, major medical and dentaf) and accident insurance; and,
-health club memberships in both New York and London.

©Bonuses paid to the Executive Directors reflect the factors referred to on page 54. Bonuses for Mr Nicoli and Mr Faxon reflect full achievement of the cashflow target and
the Committee's assessment of their performance against strategic objectives. In Mr Stewart’s case, the bonus is pro-rated for the part of the year during which he was a Director.
In Mr Levy's case, EMI Music's operating profit margin was at approximately the mid’woinl of the scale setin his employment contract but the elementinrespect of relative
|

s?;;e; grov\grvdecﬁne did not result in a payment. The economic profit achieved by EMI Music Publishing resutted in Mr Bandier achieving his maximum bonus opportunity of B0%
of base salary.

94The 2005 benefits Nigure for Mr Nicoli s significantly lower than that for the equivalent period in 2004 as the payment in respect of Mr Nicoli’s private healthcare and personat accident
Insurance for 2005 was accounted for in the period ended 31 March 2004.

€ For Martin Stewart, this includes the pension allowance which is more fully described on page 55 inthe Remuneration Report.

! inchudes tax equalisation Nearymens totalling £253,775 paid in the year ended 31 March 2005 relaugg 1o sefvice in the UK for the US tax periods from 1 Jaruary 2002 throughto
31 January 2005 {when Mr Faxon ceased 1o be a Director), Of this amount, £146,663 Is inrespect of the 2002 and 2003 US tax years which coincide with the Calendar years.
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Remuneration from prior-year share awards ceasing to be contingent

2005, 2004,
Awards Total value Awards Total value

No.of shares £°000 No.of shares £:000

Executive Directors:

E L Nicoli - - - -

M N Bandier 165,625 391.3 165,625° 459.6

AMJlIlevy - - - -

MD Stewart (appointed 1.2.05) - - - -

Former Executive Director:

R C Faxon {resigned 31.1.05) 298,250 704.6 - -

Total 463,875 1,095.9 165,625 459.6

2 The value is based on the share price on the date awards ceased to be contingent.

O Whilst in centain circumstances these restricted share awards may lapse or be released before the vesting date, a proportion of their value is included in reported remuner ation each
year tomatchremuneration costs more accurately to the time period in which these shares are earned.

C1inthe report for the period to 31 March 2004, an award over 103,803 shares with a vakue of £288,100 was shown as ceasing to be contingent. Following the publication of the

m's prelir;:‘!nary results to 31 March 2004, Mr Faxon deferred the vesting of this award for a period of three years. Accordingly, the figures for the period to 31 March 2004
nrestated.

Directors’ interests
Directors’ interests (all beneficial) in the Company’s Ordinary Shares of 14p each?™

Asat1.4.04
of date of
; ) appointmert
Nﬁﬂm‘ l:meus?mhereks’ tota?sshzr::ﬁ'eoé' Tota! share: ﬁélezrj

Executive Directors: '
E L Nicol 133,982 69,426 : 203,408¢ 203,392
M N Bandier - 379,760 379,760 379,760
AMJlILevy - 715,000 775,000 775,000
MD Stewart {appainted 1.2.05) - - - -

Non-executive Directors:

J Gildersleeve - 1,377 1,377 1,254
S Bailey (appointed 2.4.04) - 1,250 1,250 -
P AGeorgescu - 100,000 100,000 100,000
D J Londoner - 10,000 10,000 10,000
KAO'Donovan - 2,000 2,000 2,000

2The Company'’s Register of Directors’ Interests is available for inspection in accordance with the provisions of the Companies Act 1985.
®No Director had any Intesest In either shares or debentures of any subsidiary of the Company.

Cas potential beneficiaries under the EMI Group General Employee Benefit Trust (EBT?), the Executive Directors are deemed to be interested inthe entire shareholding of the EBT which
at 31 March 2005 amounted 10 3,840,515 shares.

d Non-corttinger share awards shown in this column are also included as incentive awards in the table on page 63. Such awards, made under the now-closed Senior Executive
Incentive Plan, arise from the deferral of annual cash bonuses into shares. The awards are subject to anadditional 1:3 matching award if defested for three years from the date of the
award, or an additional 2:3 award if deferted for six years from the date of the award.

€ M Nicoli's interest in shares declined by 2,205 shares on 9 May 2005 when the connected person beneficialty owning such shares ceased to be a person connected to him. There has
been no other change in these interests between 31 March 2005 and the date of this report.
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Current long-term incentive schemes
Directors’ outstanding performance share awards under the Executive Share Incentive Plar?®

Asat1.4.04 Asat31.3.05
of date of ofdateof
Dateof  Earfiest nonmal La(;)se appointment Vested Awarded Lapsed resignation
award vesting date ate iftater inyear nyear nyear carker
Executive Directors:
E L Nicoli 14.7.03 14.7.06 13.1.07 515,294 - - - 515,294
18.6.04 18.6.07 17.12.07 - - 313,153¢ - 313,153
Total 515,294 - 313,153 - 828,447
M D Stewartd 7.1.05 7.1.08 6.7.08 259,558 - - - 259,558
Total 259,558 - - - 259,558
Former Executive Director:
RCFaxon® 14.7.03 14.7.06 13.1.07 375,255 - - 375,255
18.6.04 18.6.07 17.12.07 - - 207,510¢ - 207,510
Total 375,255 - 207,510 - 582,765
a . N N - N . . .
R [TSR).compareeo FTSE Vhd-35b Comparios wButiag meatment bUecs Sver 3 ed tooe yem peroa. o1 nemely basec onhe Company' Tota Shareholdes

b . o] .
The rules of the ESIP currently provide that a participant is r
ol h 2005, the

by the Remuneration Committee. Since 31

ired to make
ermuneration

payment of this nominat amount shoutd be waived of removed.
€ The closing mid-market share price on the date of the award was 234p.

9 Appointed 1 February 2005.
© Resigned 31 January 2005.

ayment of a nominal sum of £1 in aggregate on the exercise of a share award, unless such sumis waived
mmittee has concluded that, 50 as {0 ease the administration of such awards if and when they vest, the

Directors’ outstanding share options over Ordinary Shares of 14p each under the Executive Share Incentive Plar®

As2a11.4.04

Asat31.3.05
or date of . or date of
Date Earfiest normal L Exerclse appointment i Granted Lapsed Iesigrﬂliq'l
gramed exercise date ale price if later inyear inyeyr inyear earlief

Executive Directors: :
E L Nicoli 14.7.03 14.7.06 13713 119.25p 1,030,589 - 1,030,589
18.6.04 18.6.07 17.6.14 223.66p - - 626,307 626,307
Total 1,030,589 - 626,307 - 1,656,896
MD Stewartt 7.1.05 7.1.08 6.1.15 252.833p 519,116 - - - 519,116
Total 519,116 - - - 519,116

Fonmer Executive Director:

R CFaxon¢ 14.7.03 14.7.06 13.7.13 119.25p 750,511 - - - 750,511
18.6.04 18.6.07 17.6.14 223.66p - - 415.020 - 415,020
Total ] 750,511 - 415,020 - 1,165,531

3 Exerciseis subjectto the performance target set outinthe policy section of this report in respect of grants of share options, namely the Company’s Earnings Per Share (EPS) growth

over a fixed three-year period.
b Appointed 1 February 2005,
€ Resigned 31 January 2005.

Directors’ outstanding share options over Ordinary Shares of 14p each under the ShareSave scheme

Date Earfiestnormal Lacgse Exercise Asat Exercised Grarted Lapsed Asat
granted exercise date te price 1.4.04 inyear nyear inyear 31.3.05

Executive Directors:
E LNicoli 19.6.03 1.9.08 28.2.09 96p 16,588 - - - 16,588
Total 16,588 - - - 16,588
AMJlLevy 19.6.03 1.9.08 28.2.09 96p 16,588 - - - 16,588
- Total 16,588 - - - 16,588

ShareSave oplions are nomally exercisabie for a six-month pesiod foflowing completion of savings to either a three-year or a five-year ShareSave contract and are not Subject to additional performance conditions.
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Closedlong-term incentive schemes
Directors” outstanding share awards under long-term incentive plans

As2131.3.05
Asal1.4.04 Ouring year ordalepl
Date of Matching gnation
award ncentive®  Perdormance® Restricted® awards Vested Lapsed T eartior
Executive Directors:
E L Nicoli 31.5.00 67,722 - - - - - 67,722
31.5.01 66,260 - - - - - 66,260
Total 133,982 - - - - - 133,982
MN Bandier 28.9.01 - 1,250,000d - - - - 1,250,000
28.9.01 - - 662,5000 - - - 662,500
Total - 1,250,000 662,500 - - - 1,912,500
Former Executive Director:
R C Faxon® 18.6.99 88,848 - - 59,232 (148,080) - -
31.5.00 18,888 - ~ - - - 18,888
31.5.01 56,300 - - - - - 56,300
15.6.01 103,803 -

- - - - 103,803
28.5.02 112,628 - 37542 (150,170)9 - -

Total 276,664 103,803 - 96,774 (298,250) - 17857

2Incentive share awards are not contingent on future Sggrfamance and/or are no longer subject to forfeiture. Such awards, made under the now-closed Senior Executive Incentive Plan,
arise from the defertal of annual cash bonuses into shares. The awards are subject 1o an additional 1:3 matching award if deferred for three years from the date of the award, or an
additional 2:3 award if deferred for six years from the date of the award.

P Shows total potential award.

< Thetotal of the eventual award depends on the achicvernent of Group or business unit performance against profit tar%ets set by the Remunesation Committee inrespect of a
ormance period that terminates on 31 March in the third year after the date of the award. The eventual award is subject to an additional 1:3 matchh%,aeward if vesting is deferred
or a further three years from the vesting date. In certain circumstances, for example upon a change of control of EMI, awards could be released before the normal vesting date.

« M Faxon participated in a performance share award granted on 15 June 2001 based on EMI Music Publishing’s performance, which required growth of between 6.1% and 22.5%
in EMI Music Publishing’s economic profit over three years. In the report for the period to 31 March 2004, this award over 103,803 shares was shown as ceasing to be contingent and
was valued at £288,100. Following the publication of the Company’s preiminary results to 31 March 2004, Mr Faxon deferred the vesting of this award for a pefiod of three years.
Accordingly, the figures in respect of this award have beenrestated. '

« In 2001, In place of overtapping annual share awards based on three-year performance cycles, Mr Bandier was granted a one-time performance share award which requires 2% pa
rowth in the Music Publishing division's economic profit for the entiré performance period to 31 March 2006, at which level one sixth of the shares accrue, with maximum payout at
% pa growth {with straight-fine vesting between these two points).

©Mr Bandier's restricted share award will vest no earlier than 31 March 2006. The award was in lieu of additional base salary and is not, therefore, subject to performance requirements.
The aimof the award was to bring Mr Bandier's basic annual remuneration into fine with competitive practice inthe US, where he is based, whilst aligning his interests more closgg'_with
those of the shareholders and providing himwith a strong incentive to remain with the Group. No awards of this nature are envisaged. A proportion of this award is included in
remuneration each year s0 as to matchremuneralion costs more accurately to the time penod inwhich the shares are earned.

Ywiththe exceptionol Mr Bandier's awards. on termination of employment in cestain circumstances, for example, as a result of death, disability, sale of the relevant business unit, normal
retirement, or termination without cause, and if the performance criteria are on target for achievement, a proportion of the awards mggabecome exercisable prior to hormal vesting. il the
performance criteria are not on target for achievement, the whole award lapses if?has not reached its normal vesting date. Upon a change of control, al awards vest, of canbe
exchanged for an equivalent vatue of awards in the acquiring entity, with identicat terms to the original awards.

Mr Bandier’s outstanding share awards would vest, inwhole or in Ran, if he was dismissed (other than for cause) of foflowing a change of control of EMI. Both his Pedormance share and
restricted share awards will Lapse , prior to the vesting date of 31 h 2006, Mr Bandier resigns voluntarily or his employment agreement is terminated by EMi for cause. However,

¥ Mr Bandier's employment is terminated without cause by EMI, he will receive the proportion of his restricted share award which he would have earned had he remained in employment
for a further two years. Under these same Circurnstances, he would also receive 3 proportion of his performance share award pro-rated 10 the date of termination, subject o the
achievement of the relevant performance criteria. In the event of a change of contsol of EMI, all the restricted share award would vest together with a proportion of the performance share
award pro-rated to the date of the change of control together with an additionat 625,000 shares up to the maximum award of 1.25m shares. Vesting would take place on the earlier of
one year after the date of the change of control or the tesmination of his employment without cause.

€ Resigned 31 January 2005.
{ The closing mid-market share prices on the dates of the award (18 June 1999) and vesting (31 March 2005) were 528.75p and 236.25p, respectively.
9The closing mid-market share prices on the dates of the award (28 May 2002) and vesting {31 March 2005) were 267.25p and 236.25p, respectively.
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Remuneration report

continued

Directors’ outstanding share options over Ordinary Shares of 14p each*®

Fariost Asat31.305
normal ordate of
Date exercise Exercise Exercised Granted Lapsed ignation
arrted date®d Lﬁ prce Asat1404 nyear inyear inyer earfior

Executive Directors: .
E L Nicoli 3.6.99 36.02 2.6.09 440.000p 60,000 - - - 60,000
21.6.02 21.6.05 20.6.12 243.300p 838,471 - - - 838.471
Total 898,471 - - - 898,471
M N Bandier 25.8.95 25.8.98 248.05 590.315p 253,084 - - - 253,084
23.8.96 23.8.99 22.8.06 734.500p 60,000 - - - 60,000
6.6.97 6.6.00 5.6.07 575.000p 52,144 - - - 52,144
Total 365,228 - - - 365,228
AMJILevy® 15.10.01 15.10.04 14.10.1 300.000p 3,000,000 - - - 3,000,000
15.10.01 15.10.04 14.10.11 400.000p 3,000,000 - - - 3.000.000
15.10.01 15.10.04 14.10.11 500.000p 2,000,000 - - - 2,000,000
15.10.01 15.10.04 14.10.11 700.000p 2,000,000 - - - 2,000,000
2.1.02 2.1.05 1112 357.300p 2,000,000 - - - 2,000,000
19.12.02 19.12.05 18,1212 146.050p 2,000,000 - - - 2,000,000
19.12.02 19.12.06 18.12.12 153.750p 2,000,000 - - - 2,000,000
19.12.02 19.12.07 18.12.12 269.050p  2,000.000 - - - 2,000,000
19.12.02¢ 19.12.08 18.12.12¢ - 2,000,000 - - - 2,000,000
Total 20,000,000 - - ~ 20,000,000

Former Executive Director:

RC Faxon! 23.8.96 23.8.99 22.8.06 734.500p 617,500 - - - 67,500
6.6.97 6.6.00 5.6.07 575.000p 50,326 - - - 50,326
5.2.02 5.2.05 4.2.12 305.000p 500,000 - - - 500,000
28.5.02 28.5.05 21.5.12 267.250p 250,000 - - - 250,000
21.6.02 21.6.05 20.6.12 244.000p 283,000 - - - 283,000
Total 1,150,826 - - - 1,150,826

2 Na Directors’ shareopﬁorswaeexerdsedhu\egear. There{ore, the total gainmade onthe exercise of share options was £nil (2004: £nil). The closing mid-market share price on 31 March
2005 was 236.25p.The range of closing mid-market share prices during the year was 191p and 281.25p. .

banor the options were granted for nil consideration,
€ Executive Directors’ share options are normatlly exercisable during the period commencing no earfies than three years and ending no later than 10 years fromthe date granted.

dShare options were granted to Executive Directors in previous years in accordance with the relevant Executive Share Option Scheme niles and market practice at the time. The table above
sets out information on the current Executive Directors’ grants of such share options. The performance criteria refating to these grants are as loflows:

° Forthe %md from 25 August 1995 10 9 December 1999, the criterionwas that the Com?a;?(sTSR over the relevant calculation period compared to the TSR of the companies inthe
FTSE 100at 1 Apri prior tothe date of grant is at least equaltothe median of that goup. TSR is the pefcent%ge growth of the share price, assuming reinvestment of any dividend's paid,
over the calculation period. Theinitial calculation period commences on 1 Aprilimmediately preceding the date of grant and ends on 31 March three years later and, \hereafter,
calculations are made at each quarter end for the preceding three-year period untd the performance criterion is mel or the option lapses.

°* Forthe J:xnod from 10 December 199910 8 July 2003 {excluding Mr Levy's grants - see footnote {e) below), the criterion was that theincrease in the 's adjusted, fully diluted EPS
over alhree-year period loflowing the date of grant should exceed anaverage of the UK retail prices index ( RPL) plus a rate ranging between 2% and 3% pa.

The Committee chose the relevant performance criteria as they were considered to be challenging and in accordance with the then existing market practice, while aligning Executive
Directors’ interests with those of STBP%Y‘DUEIS. they engng ™ a 9

€0on appointment, Mr Levywas%rmled options over 10m shares allprices between 300p and 700p. Since appointment, Mr Levy has been granted additionzl options over a further 10m |
shares whichrepresent His entitlement to options inrespect of the five financial yearsuF to andincluding, but ending on, 31 March 2006. The exercise prices fof these options are determined
after the announcement of the interim results for the respective financial years, Using a live-day average share price. Exercise of a lheop'.ionsis.gemaral!ycondn:vonalonlheCornpml.;;n
adjusted diuted EPS growing by atleast an average of RP1 phus 2.5% pa over the period from 31 March 2002 to the 31 March following the relevant vesu:é; datewithretesting throughout the
option’slife. The terms of Mr Levy’s contract prescribe the impact of a cessation emplzymem or achange of control of EM! on the share options granted under his contract, if Mr Levy's
appointment were terminated by EMIwithout cause or by Mr Levy with good reason {as defined inthe conlract), the oplions over 10m shares gramed on 15 October 2001 would vest and
could be exercised without regard to the performance conditions.,

IfMr Levy's appointment is terminated inthe circumstances described in the preceding paragraph, the options granted on 2 January and 19 Decermber 2002 for which the prices have been
determined by the date of termination, as set out inthe table above, will vest and may be exercised without regard to the performance condtions; all other options would lapse. The exercise
of options vested undes the preced graph must be undertaken within 12 morths of the date of termination. Ona change of control of EML, Mr Levy's options will be reated as # his
employment had been terminated by EMIwithout cause withthe resumhaur;? may be exercised without regard ta performance conditions, but the exércise period will be imited to six
montis. A termination resuling from Mr Levy's death or disability will be treated inthe same manner as a termenation by the Comparny without cause.

! Resigned 31 January 2005,
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Auditor’s report

Independent Auditor’s report to the members of EMI Group ple

We have audited the Group’s financial statements for the year ended

31 March 2005 which comprise the Consolidated profitand loss account,
Consolidated balance sheet, Company balance sheet, Consolidated
cash flow statement, Statement of total recognised gains andlosses,
Reconciliation of movements in shareholders’ funds and the related notes
11028. These financial statements have been prepared on the basis

of the accounting policies set out therein, We have also audited the
information in the Directors’ Remuneration report that is described

as having been audited. .

This report is made solely to the Company’s members, as abody, in
accordance with Section 235 of the Companies Act 1985, Our audit work
has been undertaken so that we might state to the Company's members
those matters we are required to state to themin an auditors’ report and
for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the Company

and the Company's members as a body, for our audit work, for this report,
or for the opinions we have formed.

Respective responsibilities of Directors and Auditor

The Directors are responsible for preparing the Annual Report, including
the financial statements which are required to be preparedin accordance
with applicable United Kingdom law and accounting standards as set
outin the Statement of Directors’ Responsibilities in refation to the
financial statements.

Our responsibility is to audit the financial statements and the part of the
Directors’ Remuneration report to be audited in accordance with relevant
legal and regulatory requirements, United Kingdom Auditing Standards
and the Listing Rules of the Financlal Services Authority.

We report to you our opinion as to whether the financial statements give
atrue and fair view and whether the financial statements and the part

of the Directors’ Remuneration report to be audited have been property
prepared in accordance with the Companies Act 1985, We also report

to you if, in our opinion, the Directors' report is not consistent with the
financial statements, if the Company has not kept proper accounting
records, if we have not received all the information and explanations

wae require for our audit, or if information specified by law or the Usting
Rules regarding Directors’ remuneration and transactions with the Group
isnotdisclosed.

We review whether the Corporate govemance statement reflects the
Company’s compliance with the seven provisions of the Combined Code
specified for our review by the Listing Rules, and we reportifitdoes not.
We are not required to consider whether the Board's statements on
internal control cover all risks and controls, or form an opinion onthe
effectiveness of the Group’s corporate governance procedures or its

risk and control procedures.

Waeread other information contained in the Annual Report and consider
whether itis consistent with the audited financial statements. This other
information comprises the Directors’ report, unaudited part of the
Directors' Remuneration report, Chairman’s statement, Operating
reviews, Financial review and Corporate govemance statement.

We consider the implications for our report if we become aware of any
apparent misstatements or material inconsistencies with the financial
statements, Our responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom Auditing
Standards issued by the Auditing Practices Board, An audit includes
examination, on atest basis, of evidence relevant to the amounts

and disclosures in the financial statements and the part of the Directors’
Remuneration report to be audited. It also includes an assessment

of the significant estimates and judgements made by the Directorsin

the preparation of the financial statements, and of whether the accounting
policies are appropriate to the Group's circumstances, consistently
applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information
and explanations which we considered necessary in order to provide

us with sufficient evidence to give reasonable assurance that the financial
statements and the part of the Directors® Remuneration report to be
audited are free from material misstatement, whether caused by fraud

or other iregularity or emror. In forming our opinion we alsa evaluated

the overall adequacy of the presentation of information in the financial
statements and the part of the Directors’ Remuneration report

to be audited.

Opinion

In our opinion the financial statements give atrue and fair view of the
state of affairs of the Company and of the Group as at 31 March 2005
and of the profit of the Group for the year then ended; and the financial
statements and the part of the Director’s Remuneration report

to be audited have been properly prepared in accordance with the
Companies Act 1985,

Emst&YounglLP
Registered Auditor
London

23May 2005
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Consolidated profit and loss account

for the year ended 31 March 2005
Total
Notes fm
Group turnover 1 1,9428
Group operating profit before exceptional items and amortisation 1 2329
Operating exceptionalitems 8 -
Group operating profit before amortisation 2329
Amortisation {50.7)
Group operating profit” 182 1822
Share of operating profits (osses) in associated undertakings 1 09
Total operating profit 1831
Non-operating exceptionalitems 188 08
Profit before finance charges 183.9
Finance charges 145 (92.1)
Profit (loss)on ordinary activities before taxation 1 918
Taxation on profit foss) on ordinary activities (including associated undertakings) 6 (31.2)
Profit floss)on ordinary activities after taxation 60.6
Minority interests (equity) (4.3)
Profit (oss) attributable to members of the Holding Company 56.3
Dividends (equity) 7 (63.2)
Transfer (from) to profit and loss reserve {6.9)
* The following items are included within Group operating profit
Costofsales 2 {1,225.3)
Gross profit 7175
Distribution costs 2 {69.6)
Administration expenses 2 {504.0)
Other operating income, net 2 38.3
Eamings Per Ordinary Share (EPS)
Year ended 31 March 2005
Basic earnings per Ordinary Share 9 7.2p
Diluted eamings per Ordinary Share 9 72p
Adjusted basic earnings per Ordinary Share 9 13.5p
Adjusted diluted earnings per Ordinary Share 9 13.0p
Adjusted eamings are included as they provide a better understanding of the underying trading pesformance of the Group on a normalised basls.
Average exchange rates for the year
Year ended 31 March 2005
US Dollarto £1 185
Euroto£1 1.46
Yentof1 198.32

The results for the year have been translated into Sterfing at the appropriate average exchanga rates.
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Year ended 33 March 2005

‘Year ended 31 March 2004
Total
Exceptional Exceptional
Rems (Note 8)and tems Note 8) and
amortisation amortisation
tm em
- - 2,120.7
- - 2493
= {138.3) {138.3)
- (138.3) 11.0
(50.7) (50.9) (50.9)
(50.7) (189.2) 60.1
(02) 02) 0.3)
(50.9) (189.4) 59.8
08 {16.5) (16.5)
(50.1) 205.9) 433
- (10.2) (96.1)
(50-1) (216.9) 52.%
- 12.8 19.
(50.1) (203.3) 72.5)
— 7.4 0.9
(50.1) (195.9) 71.6)
(62.5)
(134.1)
(35.8) (118.7) (1,404.9)
(45.8) (118.9 716.0
o (6.9) (92.0)
(4.9 (52.8) (583.5)
= (10.8) 19.6
Year ended 31 March 2004
(.1)p
(9.1p
15.8p
15.5p

Year ended 31 March 2004

1.70
1.45
191.67
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Balance sheets

at31 March 2005 ‘
Group Comparry
2005 2004 2005 2004
Notes Bn tm £m oy
Fixed assets
Music copyrights 10 4028 4487 - -
Goodwill ' 1 332 31.8 - -
Tangible fixed assets 12 183.1 202.7 233 317
Investments 13 229 19.3 2,2259 2,211.7
642.0 702.5 2,249.2 2,2434
Cunrent assets
Stocks 14 282 28.1 - -
Debtors: amounts falling due within one year 15 7208 7226 2465.8 2,4328
Debtors: amounts falling due after more than one year 15 795 88.3 - 04
Investments: liquid funds 16 16 18 - -
Cash at bank and in hand and cash deposits 16 240.9 3434 13 5.0
1,071.0 1,184.2 2,467.1 2,438.2
Creditors: amounts faliing due within one year
Borrowings 18 {30.0) (358 . - -
Other creditors 18 {1,292.7) {1,353.5) {148.0) {146.5)
(1,322.7) (1,389.3) (148.0) (146.5)
Net current (liabilities) assets {251.7) {205.1) 2,319.1 2,291.7
Total assets less currentliabilities 3903 4974 4,568.3 4,535.1
Creditors: amounts falling due after more than one year
Borrowings {including convertible debt) 15 (1,042.0) {1,058.1) {602.8) (593.2)
Other creditors 19 {10.2) (12.9) (792.6) (777.5)
{1,052.2) (1,071.0 (1,395.4) (1,370.7)
Provisions for liabilities and charges 20821 (85.2) {142.8 (23) (3.5
(747.1) (716.4 3,170.6 3,1609
Capitalandreserves
Called-up share capital 2 110.6 110.4 110.6 1104
Share premiumaccount 22 4473 4458 4473 4458
Capital redemptionreserve 23 495.8 495.8 495.8 495.8
Otherreserves 23 2522 255.7 400.8 4021
Profit and loss reserve (including goodwill previously written off) 23 (2,01.3) {2,091.7) 1,716.1 1,706.8
Equity shareholders’ funds (795.4) (784.0) 3,170.6 3,160.9
Minority interests (equity) 24 48.3 67.6 - .=
{747.1) (716.4) 3,170.6 3,160.9
Year-end exchange rates
2005 2004
USDollarto £1 1.89 1.84
Euroto£1 145 1.50
Yento€1 202.11 191.20

The batance sheet has been translated into Sterting at the appropriate year-end exchange rates.

Eric Nicoli
Martin Stewart
Directors
23May2005
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Statement of total recognised gains and losses

for the year ended 31 March 2005

2005 2004
£m £m fm om
Profit joss) for the financial year
Group 554 (71.3)
Associated undertakings 0.9 (0.3)
Profit (loss) for the financial year ) 56.3 {71.6)
Currency translation - Group® 7.2) 28.0
Impairment of revalued property and revaluation of music copyright 0.7) 20.7
Other recognised (losses) gains {7.9) 48.7
Totalrecognised gains and losses relating to the year 48.4 (22.9)
* Net curency

Josses of £4.7m (2004: gains £4.5m), which relate to foreign currency bomowings to finance investment overseas, and the retated tax charge of £nif {2004: £rif), have been included withinthe
Group cuency mer

Reconciliation of movements in shareholders’ funds

forthe year ended 31 March 2005

2005 2004

Note £m £m fm on

Opening shareholders’ funds {784.0) (700.4)
Profit (loss) for the financial year 56.3 {71.6)
Sharesissued 1.7 -
Dividends (equity) 7 (632) 62.5)
Otherrecognised (losses) gains {7.9) a8.7
Goodwilt adjustments (0.3) -
Employee Benefit Trust transactions 20 18

Net (decrease) increase in shareholders’ funds for the year {11.4) 83.6

Closing shareholders’ funds {795.4) (784.0)
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Consolidated cash flow statement and notes

for theyear ended 31 March 2005

Notes £m £m
Net cashinflow from operating activities a 2214 3094
Retumns on investments and servicing of finance
Interest received 52 74
Interest paid (105.5) (102.9)
Interest element of finance lease payments - (0.1)°
Dividends paid to minorities (13) (3.5)
Net cash outflow from retums on investments and servicing of finance (101.6) (98.9)
Tax paid {32.7) (30.6)
Capital expenditure and financial investment
Purchase of music copyrights 10 (6.0) (5.1)
Sale of music copyrights 02 04
Purchase of tangible fixed assets 12 (29.9) (51.3)
Sale oftangible fixed assets 3.3 78.0
Purchase of investments: own shares 23 (0.3) (0.3)
Purchase of fixed assetinvestments (2.9) -
Sale of fixed assetinvestments - 1.0
Net cash {outflow) inflow from capital expenditure and financial investment {35.6) 22.7
Acquisitions and disposals
Purchase of businesses net of cash acquired 13 {6.8) {733)
Deferred consideration pald (64.1) (16.1)
Purchase of associated undertakings 13 1) c -
Disposal of associated undertakings 0.1 0.4
Net cash (outflow) inflow from acquisitions and disposals (72.9) (89.0)
Equity dividends paid {62.9) 62.7)
Net cash (outflow] inflow before management of liquid resources and financing (84.3) 50.9
Issue of ordinary share capital 1.7 -
Management of liquid resources B (0.8) (1.9
Financing:
Newloans ) 128.9 398.5
Loans repaid b (127.1) {209.4)
Capital element of finance leases repaid b) {0.1) (2.1)
Net cashinflow {outflow) from management of liquid resources and financing 26 1853
{Decrease) increase in cash b (81.7) 236.2
Reconciliation of net cash flow to movement in net debt
2005 2003
£m £m
(Decrease)increasein cash 84.7) 236.2
Cash outflow from increase in liquid resources 08 1.7
Cash(inflow)} fromincreaseinlioans {128.9) (398.5)
Cash (inflow) outflow from repayment of loans and finance leases 1272 2115
Change in net debt resulting from cash flows (82.6) 509
Loans acquired - 0.4)
Exchange differences 1.8 60.6
Movementinnet debt (80.8) 111.1
Net debt at beginning of year (748.7) (853.8)
Netdebtatend ofyear {829.5) 748.7)
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a) Reconciliation of Group operating profit to net cash inflow from operating activities

2005 2004
Notes £m £n
Group operating profit 1 182.2 60.1
Depreciation charge 12 239 350
Amortisation charge:
Music copyrights 10 4538 46.9
Goodwil 1t 49 40
Exceptional non-cashwrite-down - 43.1
Goodwill write -down -~ subsidiaries - 18.1
Music copyrights write-down . - 45
ESOP transactions 23 2.1
Amounts provided 21 78 734
Provisions utilised:
Disposals and fundamental reorganisations (11.3) -
Other (59.4) (36.1)
(Increase) decrease in working capital:
Stock (0.1) (8.0)
Debtors 10.9 59.8
Creditors 144 6.5
Net cashinflow from operating activities 2214 309.4
b} Analysis of movementin the Group’s netbommowings
At Acquisitions/ Exchange At
1Apd 2004 Cashfow disposals movement 31 March 2005
£m £m £m £m £m
Cashatbank andinhand 3427 (101.7) - (1.9 239.1
Overdrafts 32.5) 200 - 0.7 (118
Cash 3102 81.7) - (12 2273
Debtdueattermorethan one year (1,058.0) 13.2 - 28 (1,042.0)
Debt due within one year 3 {15.0) - 0.1 (18.2)
Financeleases - (0.1 0.1 - - -
Financing® 3 (1,061.4) (.9 - 2.9 {1,060.2)
Investments: liquid funds 1.8 0.3) - 0.1 16
Cashdeposits 07 1.1 - = 1.8
Liquid resources 25 0.8 - 0.1 34
Total (748.7) (82.6) - 18 (829.5)
* Cash flow on financing of £{1.7)m s spiit between new loans of £{128.9)m, loans repaid of £127.1m and the capital element of finance leases repaid of £0.1m.
A Acquisitions/ Exchange A
1 Apit 2003 Cash fow disposals movement 31March 2004
f'm fm £m £m £m
Cashatbankandinhand 999 2454 0.4 (3.0) 342.7
Qverdrafts . (25.0) (9.6) - 2.1 (32,5
Cash 749 235.8 04 {09 310.2
Debtdue after more than one year (920.5) (198.9) - 61.4 (1,058.0)
Debt due within one year (12.8) - 9.8 0.4) 0.1 33)
Finance leases 2.2) 2.1 - - {0.1)
Financing® (835.5) (187.0) 04 615 (1.0614)
Investments: liquid funds 0.5 1.3 - - 1.8
Cash deposits 0.3 0.4 - - 0.7
Liquid resources 08 1.7 - - 25
Total (859.8) 50.5 - 60.6 (748.7)

* Cash flow on financing of £{187 O)m s spit between new kaans of £1338.5)m, Joans repald of £209.4m andthe capal element of inanca leases repaid of £2.1m,

Cash: Cash in hand and deposits repayable on demand if available within 24 hours without penalty, including overdrafts.
Financing: Borrowings, less overdrafts which have been treated as cash.

Liquid resources: Investments and deposits, other than those included as cash, which are readily convertible into known amounts of cash.
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Accounting policies

Basis of preparation

The consolidated financial statements are prepared under the historical
cost convention with the exception of certain tangible fixed assets and
inaccordance with applicable accounting standards. The results for
the years ended 31 March 2005 and 31 March 2004 represent
continuing operations.

Basis of consolidation

The consolidated financial statements comprise the accounts of the
Company andits subsidiaries. The results of all subsidiaries are taken
from their accounts made up to 31 March or such earlier date (not prior

to 31 December) whichrepresents their financial period end, as adjusted
for material items that have occurred in the intervening period. The results
of subsidiaries, joint ventures and associated undertakings disposed

of or acquired during the year are included up to, or from, the date that
control passes.

Foreign currencies )

Transactions denominated in foreign cumrencies are recorded at the rates
of exchange ruling at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies are retranstatedinto Sterling
either at year-end rates or, where there are related forward foreign
exchange contracts, at contract rates. The resutlting exchange differences
are dealt with in the determination of profit for the financial year. .

On consolidation, average exchange rates have been used to translate
the results of overseas subsidiaries, joint ventures and associated
undertakings. The assets and liabilities of overseas subsidiaries and
associated undertakings are translated into Sterling atyear-endrates.’

Exchange differences arising from the retranslation at year-end exchange

ratesof:

® the openingnetinvestment in overseas subsidiaries, joint ventures
and associated undertakings and foreign currency borrowings in
sofar as they are matched by those overseas investments; and

(1) theresultsof overseas subsidiaries, joint ventures and associated
undertakings:

are dealtwithin Group reserves.

Tumover

Turnover represents the invoiced value or contracted amount of goods
and services supplied by the Company and its subsidiaries. Tumover

is stated net of actual product returns and excludes value added tax and
simnilar sales-related taxes. Provision is also made in respect of expected
future retums of goods and services supplied by the Company andits
subsidiaries prior to the balance sheetdate.

Pension costs .

Pension costs, which are determined in accordance with SSAP 24 -
Accounting for Pension Costs are charged to the profit and loss account
so as to spread the cost of pensions over the working lives of the
employees within the Group. Valuation surpluses or deficits are amortised
over the expected remaining working life within the Group of the relevant
employees (estimated to be nine years in respect of the UK). The
amortisation of valuation surpluses is restricted to an amount equalto

the regular pension cost. Accordingly, employer expense inrespect of the
main scheme, which covers employees in the UK, has been taken as £nil
for each of the two years ended 31 March 2005.
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Jointventures and associated undertakings

Where the Group has an investmentinan entity whichis sufficientto

give the Group a participatinginterest, and over which it is in a position

to exercise significantinfluence, the entity is treated as an associated
undertaking and is accounted for using the equity method. Entities

in which the Group holds aninterest on along-term basis and which

are jointly controlled by the Group and one or more other parties under
acontractual arrangement, are treated as joint ventures and are accounted
forusing the gross equity method.

Theresults of joint ventures and associated undertakings are taken from
their accounts made up to 31 March or such earfier date (not prior to

31 December) which represents their financial period end, as adjusted
for material items that have occurred in the intervening period.

New media holdings

Holdings in new media companies that arise as aconsequence of
licensing, distribution and other similar deals with such companies,

are camied at cost Income from these holdings, net of costs, is only
recognised when received as cash and is treated as other operating
income. The costsrelating to these investments are held within debtors
untilthey are recognised with the related income.

Music copyrights

Music copyrights purchased prior to 1 April 1989 were written off against
shareholders' funds on acquisition. Copyrights acquired as a result of
acquisitions on orafter 1 April 1989 are capitalised asintangible assets
in the Group balance sheet, and are amortised by equal annual amounts
over not more than 20 years, other thanin exceptional circumstances
when sufficient ongoing impairment tests canbe performed to support
ausehul economic life of over 20 years. Where a useful economic life of
up to 20 years has been adopted, copyrights are reviewed forimpairment
atthe end of the first full financial year following acquisition and in other
periods if events orchangesin circumstances indicate that the carrying
value may not be recoverable.

Goodwill and other intangibles

Goodwill and recorded catalogue intangibles arising on acquisitions made
after 31 March 1998 are capitalised and amortised over their expected
usefullife, principally restricted to 20 years, in accordance with FRS10 -
Goodwilland Intangible Assets. They are reviewed for impairment at the
end of the first full financial year following acquisition and in other periods
if events or changes in circumstances indicate that the canrying value may
notbe recoverable.

Goodwill arising on acquisitions made before 31 March 1998 has been
charged directly against shareholders’ funds inthe year of acquisition
andis included within the profitand loss reserve, yet separately identified
within the reserves note. This goodwill will remain in reserves until,

on the disposal or closure of any business, the profit and loss account
includes a charge in respect of the goodwill previously written off against
shareholders’ funds on the acquisition of the business.



Tangible fixed assets

Assets are held at historical cost with the exception that certain properties
inthe subsidiary undertaking Toshiba-EMI Uimited are canied at revalued
amounts thatwere frozen as permitted on first-time adoption, under the
transitional rules, of FRS 15 - Tangible Fixed Assets. The frozen canying
value was deerned cost in the case of these properties.

Leasedassets

Assets held under finance leases are included as tangible fixed assets
attheir estimated purchase cost and depreciated over their expected
usefullives, or over the primary lease period, whichever is shorter. The
obligations relating to finance leases {net of finance charges allocated to
future periods) are inchuded under borrowings due within or after one year,
asappropriate. Operating lease rentals are charged to the proft and loss
account on astraight-line basis overthe lease term.

Depreciation of tangible fixed assets

Depreciation of tangible fixed assets is calculated on cost at rates
estimated to write off the cost, less the estimated residual value of the
relevant assets, by equal annual amounts over their expected useful lives;
effectis given, where necessary, to commercial and technical
obsolescence.

The annual rates used are:
Freehold buildings and long-term
leasehold property 2%
Short-termleasehold property Period of lease
Plant, equipment and vehicles 10-331/3%

The camrying values of tangible fixed assets are reviewed for impairment
in periods if events or changes in circumstances indicate the canrying
value may not be recoverable.

Assets inthe course of construction are held at cost and are depreciated
from the date the asset comes intouse.

Stocks

Stocks and work in progress are stated at the lower of cost and net
realisable value, less progress payments on uncompleted contracts and
provisions for expectedlosses. Costincludes manufacturing overheads
where appropriate.

Advancesto artists

Advances to artists and repertoire owners are assessed and the value
of the unrecouped portion to be includedin debtors is determined by
the prospects of future recoupment, based on past sales performance,
current popularity and projected sales.

Taxation

The Company has undertaken to discharge the fiability to corporation tax
of the majority of its wholly-owned UK subsidiaries. Their UK tax fiabilities
are therefore dealt with in the accounts of the Company.

Deferred taxisrecognisedin respect of all timing differences that have
originated but notreversed at the balance sheet date